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INTRODUCTION

This is a revised version of the Handbook of Assistance Programs that was issued by FNS
in 1986. It is intended to serve as a guide to selected major government programs that
provide cash or in-kind assistance to the low-income population. It provides concise
information on the regulations governing these programs and highlights their interactions with
the Food Stamp Program. Descriptive statistics on the sizes of _::= programs and on state-by-
state variation in eligibility criteria and benefit amounts are also provided. In addition to the
programs covered in the 1986 Handbook, a section has been added on employment and
training programs; this section includes descriptions of the Targeted Jobs Tax Credit (TITC),
the Job Opportunities and Basic Skills Training (JOBS) program, and Food Stamp
Employment and Training Programs (FSETP), and the Job Training Partnership Act (JTPA).

Due to the large number of programs that serve the low-income population, it was
necessary to restrict the programs considered to those which have significant impacts on the
incidence of poverty or are c. special interest to FNS. Accordingly, all programs under FNS’s
jurisdiction are included in the handbook, as well as programs with fiscal year 1988 budgets in
excess of $1 billion which provide cash or in-kind benefits for the purpose of meeting the
current needs of low-income households and individuals. Some of these programs, such as
Social Security Old Age and Survivors Insurance, are not necessarily targeted to the low-
income population, but are important sources of income for that group.

Two major categories of programs are excluded from the handbook: housing loan programs
and programs providing social services. In general, these programs do not have impacts on
the current needs of low-income households and individuals as indicated by the Census

Bureau’s poverty guidelines.
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A number of programs that provide in-kind assistance to large numbers of low-income
persons, such as Medicaid, Medicare, and the Low-Income Home Energy Assistance Program,
have no impact on the incidence of poverty (when payments are made directly to third
parties) but are included in the handbook because the benefits which they provide are
important in meeting the current needs of major segments of the food stamp population. The
Child Support Enforcement Program, despite having a budget of less than $1 billion, is
included in the handbook because of its interaction with AFDC, a program that provides
benefits to a large proportion of Food Stamp Program participants. In addition, the $1 billion
budget criterion was not applied to the employment and training programs included in the
handbook; these were added to expand the scope of the handbook.

The handbook’s description of each program follows a standardized format that consists of
brief discussions of program regulations and characteristics as they pertain to the following

categories:

* Purpose--The central objective of the assistance program is described.

* Authorization, Funding and Administration--The legislation that initially
established the program is cited. The source of funding (federal, state, local) of
the program is also noted, along with the agency or agencies responsible for
administering the program.

* Filing Unit--Here it is noted whether the program’s basic demographic unit for
the determination of eligibility and benefit levels is the family, the individual, or
some other demographic unit.

* Categorical Eligibility—Under this heading, restrictions on program eligibility
that are unrelated to income and assets are noted. These may include
restrictions on the age and employment status of members of the filing unit, as
well as restrictions related to the presence of children in the filing unit.

* Asset Limit--The maximum amount of assets (resources) that a filing unit may
have while retaining eligibility for the program’s benefits is noted under this
heading.

* Means Test--The maximum amount of income that a filing unit may have while
retaining eligibility for the program’s benefits is noted.

viii
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Countable Types of Income--The sources of income that are counted in
determining a filing unit’s eligibility to participate in the program and its level of
benefits are noted.

Benefit Formula-—-The formula that is used to determine an eligible filing unit’s
benefit amount is described.

Indexing--Procedures that are used to adjust the program’s eligibility criteria and
benefit levels for changes in the cost of living are described.

Recipient Characteristics--Selected recent statistics that describe the recipients
of benefits under the program are provided.

Interactions with the Food Stamp Program--Under this heading, it is noted
whether certain participants in the program are automatically eligible for food
stamps and whether food stamp recipients are automatically eligible to
participate in the program. Th. -eatment of program benefits in determining
eligibility and benefits under the Food Stamp Program is also discussed.
Available statistics on participation in the program by food stamp recipients are
presented.

Interactions with Other Programs--Here it is noted whether participants in the
program are automatically eligible for benefits under those assistance programs
and vice-versa. Also noted are: (1) whether other assistance benefits are
included in the program’s definition of countable income, (2) whether benefits
provided by the program are countable income under other programs, and (3)
whether benefits provided by the program are taxable.

History of Recent Major Program Changes--This section highlights major
program changes that have occurred since 1986.

Program Statistics--Recent statistics on the number of program participants and
on the total amount of benefits distributed are presented. For state-administered
programs, data describing the variation among states in eligibility criteria and
benefit levels are presented.
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OLD AGE AND SURVIVORS INSURANCE PROGRAM (OASD
Purpose

To provide monthly cash benefits to retired workers and their dependents and survivors, based
on work experience in insured employment

Authorization, Funding, and Administration
* Social Security Act of 1935
¢ 100 percent federally funded

* Administered by the Social Security Administration, U.S. Department of Health and
Human Services

Filing Unit

Individual

Categorical Eligibility

Retired workers age 62 or older with work experience in covered employment are
categorically eligible for OASL. Work experience is defined as one quarter of coverage for each
year elapsing after 1950 (regardless of when acquired) or the year in which the worker attained
age 21, if later, and before the year in which the worker attains age 62 or dies. Effective 1990,
one-quarter of coverage is credited for every $520 of earnings. No more than four quarters can
be credited in one year. Workers with 40 or more quarters of coverage are fully insured for life.
A worker is currently insured if he or she has at least six quarters of coverage during the 13-
quarter period ending with the calendar quarter in which the worker died, most recently became
entitled to disabled-worker benefits, or became entitled to retired-worker benefits.

Spouses and other family members or survivors are eligible for benefits if they meet certain
requirements. Spouses are eligible if they are age 62 or older, or if they are caring for one or
more of the worker’s entitled children who have not reached age 16, or if they are disabled.
Divorced spouses are eligible if they are age 62 or older, not remarried, and were married to the
insured worker for at least 10 years before divorce. A nondisabled widow(er) or surviving
divorced spouse age 60 or older is eligible for benefits if the worker was fully insured. A young
widow(er) or surviving divorced spouse can receive benefits if he or she is caring for a child who
is under age 16 or who is disabled. These beneficiaries can receive benefits if the worker was
either fully or currently insured. Widow(er)s or surviving divorced spouses age 50 to 59 can be
entitled to benefits if they have a disability that began no later than seven years after the month
in which the worker died or seven years after the last month in which they were entitled to a
widow(er) benefit. Widows or widowers who remarry after age 60 or after the date on which they
became disabled can continue to receive benefits. Dependent parents of a deceased fully insured
worker, age 62 or older, may also receive benefits.
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Children of retired and deceased workers are eligible for benefits if they are (a) under age 18,
or are (b) between ages 18 and 19 and are full-time students in elementary or secondary schools
or are (c) age 18 or older and were disabled before age 22. Child beneficiaries must be
unmarried. However, benefits to disabled children can continue if they marry certain other Social
Security beneficiaries. Grandchildren are eligible for benefits if they are dependent on the
grandparent for more than one-half of their support and meet other specified requirements.

Asset Limit

None

Means Test

There is no means test for program eligibility; however, an eligible individual with substantial
current earned income may not qualify for a positive benefit. The relationship between current
earnings and benefits is referred to as the "retirement test." (See Benefit Formula)

Countable Types of Income

Earned income and, for surviving spouses, certain government pensions based on his or her
own earnings in non-covered employment.

Exclusions

Under the "earnings (or retirement) test” applicable to nondisabled beneficiaries under age
70, the first $6,480 of annual earnings are exempt for persons under age 65, and the first $9,360
of annual earnings for persons aged 65-69. Benefits are withheld at the rate of $1 for each $2
of earnings above the exempt amount for persons under age 65, and at the rate of $1 for each
3% of earnings above the exempt amount for persons aged 65-69.

Deductions

None

Benefit Formula

Monthly benefits are determined through a three-step process. A worker’s earnings history
is used to calculate an average indexed monthly eamnings (AIME). The AIME is used to
determine a primary insurance amount (PIA). Actuarial reductions or increases are applied to
the PIA for workers who elect early or delayed retirement. The description below applies to
workers who reached age 62 in 1990. The parameters in the PIA calculation are subject to
indexing each year, and the normal retirement age and rates of actuarial adjustment are scheduled
to change starting in 2000.
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The AIME is derived from the worker’s posted earnings, up t¢ the annual maximum taxable
amount, which have first been indexed, or adjusted to reflect the nation’s average wage level in
the year the worker reached age 60 (or in the second year before the worker became disabled
or died, if earlier). Earnings in years after age 60 are not indexed. The number of years in the
computation period--a minimum of two--is equal to the number of years after 1950 or age 21, if
later, and up to age 62 (or onset of disability or death,if earlier), minus five "dropout years." This
number is 34 for workers reaching age 62 in 1990 and will be 35 for workers reaching age 62 after
1990. The years of highest earnings after indexing are selected for the computation period.
These may include years before age 21 or after age 61. The AIME is obtained by summing the
earnings, and then dividing by the number of months in the computation period.

The PIA is the figure from which almost all cash benefits are derived. The PIA is determined
from the AIME by the following schedule: PIA equals 90 percent of the first $356, plus 32
percent of the next $1,789, plus 15 percent of the AIME above $2,145. The AIME amounts at
which the relationship between the PIA and the AIME change are referred to as "bend points.”

The monthly benefit is determined from the PIA based on the age at retirement. Workers
retiring at the normal retirement age--currently age 65 but scheduled to increase to age 66
between 2000 and 2005 and to age 67 between 2017 and 2022--are ehgxble for a benefit equal
to the PIA.! The actuarial reduction for early retirement currently is 5/9 of 1 percent for each
month of entitlement before the normal retirement age, with a maximum reduction of 20 percent
applicable at age 62. Other reduction rates apply to spouses and widow(er)s. For workers who
continue to have earnings beyond age 65, the monthly benefit is increased by specified
percentages for each month in which they lose their full benefit due to the earnings test discussed
below. This delayed retirement credit amounts to 4 percent per year, or 1/3 of 1 percent per
month, for workers reaching age 62 in 1990. It will be raised gradually to the level of 8 percent
per year, or 2.3 of 1 percent per month, for workers who reach age 62 after 2004.

Benefits paid to family members and survivors are a percentage of the insured worker’s PIA.
The percentages for the major benefit types are listed below. These benefits are subject to a
family maximum benefit limitation.

Family Members:
Spouse or divorced spouse—ages 62-65 or older 37.5-50% of PIA
Child 50% of P1A
Spouse under age 65 caring for child 50% of PIA
Survivors:
Widow(er) or divorced spouse--ages 60-65 or older 71.5-100% of PIA
Disabled widow(er) or divorced spouse--ages 50-59 71.5% of PIA
Dependent parent--ages 62 or older 82.5% of PIA
Child 75% of PIA
Mother or father under age 65 caring for child 75% of PIA

IFor the full schedule, see Social Security Bulletin Annual Statistical Supplement, 1988, p.
33.
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The maximum family benefit from a single earnings record is calculated from the PIA using
the formula below. When the family benefit after application of the earnings test, described
under "Countable Types of Income" above, exceeds the maximum family benefit, all benefits
(except for the retired worker’s) are reduced by the same proportion, so that the total adjusted
family benefit is within the maximum. Benefits payable to a divorced spouse or to a surviving
divorced spouse are not included in the calculation of the family benefit.

Maximum family benefit =
150% of the first $455 of the PIA, plus:
272% of the PIA from $455 through $656, plus:
134% of the PIA from $656 through $856, plus:
175% of the PIA over $856.
Indexing

Indexed Parameters

PIAs and monthly benefits for eligible persons, including nonrecipients forgoing early
retirement

Annual maximum amount of taxable and creditable earnings
Amount of earnings needed for a quarter of coverage

Bend points in the computation of the PIA from the AIME
Bend points in the maximum family benefit computation

Exempt amounts in the earnings test

Indexing Factors

All except the first type of automatic adjustment listed above are in proportion to annual
increases in average wages. The first type is in proportion to increases in the Consumer Price
Index for Urban Wage Eamners and Clerical Workers (CPI-W). These "Cost-of-Living
Adjustments” (COLAs) are provided in any year in which there is a measurable increase in
consumer prices (at least 0.1 percent). If a year of price deflation occurs, then a 2-year change
in CPI-W of at least 0.1 percent is needed before the benefits are automatically increased. The
base is defined as the third calendar quarter of the last year in which there was an automatic
benefit adjustment. If the trust funds fall below a certain reserve ratio and wage growth has not
kept up with prices, then the indexation is based on wage growth rather than price inflation.

Characteristics of Recipients
Retired workers comprised 69 percent of OASI beneficiaries in December 1989, and received

76 percent of the benefits. Surviving spouses, the next largest category, comprised 15 percent of
beneficiary population. The average benefit for a retired worker was $567.
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Interactions with the Food Stamp Program

Eligibility

None

Program Overlap

Social Security income was received by an estimated 20.5 percent of food stamp households
in the summer (July and August) of 1987. This figure, which is based on Food Stamp Program

quality control data, includes Social Security disability benefits, as well as retirement and survivors’
benefits.

Sequencing of Income

Social Security income is included in food stamp countable income.

Interactions with Other Programs

Eligibility

All Social Security beneficiaries age 65 or older are eligible for Medicare. Retirement benefits
replace Social Security disability payments at age 65.

Sequencing of Income

The Social Security retirement test is based solely on earned income; income from other
transfer programs is not counted.

Taxation of Benefits

Up to 50 percent of Social Security benefits are subject to federal income taxation if the sum
of a taxpayer’s adjusted gross income, nontaxable interest, and 50 percent of Social Security
income exceeds a base amount. The base amount is $25,000 for a single taxpayer, or $32,000 for
a married couple filing a joint return.

Taxable benefits are the lesser of 50 percent of the excess income over the base amount or
50 percent of the benefits received.

History of Recent Major Program Changes

The Omnibus Reconciliation Act of 1986 eliminated the requirement of an annual change in
the CPI exceeding 3 percent before the occurrence of an automatic cost-of-living adjustment
(COLA). Under the new law, a COLA will be made each year in which there is a measurable
change in the CPL. The Act now requires that all states and local entities deposit their Social
Security contributions directly to the Federal Government.
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During the 100th Congress (1987-1988 session):

» FICA taxes were extended to certain occupations and categories of persons that
had previously been exempt.

* Effective January 1, 1988, if employer-provided group term life insurance is

counted for gross income tax purposes, then the cost of such insurance is included
as wages for FICA tax purposes.

Program Statistics

(See accompanying charts)

References

U.S. Department of Health and Human Services, Social Security Administration. Social Security
Bulletin, vol. 52, no. 7. Washington, D.C.: U.S. Government Printing Office, July 1989.

. Social Security Bulletin Annual Statistical Supplement, 1988 Washington, D.C.: U.S.

Government Printing Office, December 1988.

U.S. House of Representatives, Committee on Ways and Means. Background Material and Data
on Programs Within the Jurisdiction of the Committee on Ways and Means, 1989 Edition.
Washington, D.C.: U.S. Government Printing Office, 1989.

Reviewed by: Jack Schmulowitz, Director, Office of OASDI, Division of Statistics Analysis, Social
Security Administration, (301) 965-0179.
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Old Age and Survivors Insurance Program
Monthly Number of Recipients and Monthly Amount of Benefits,

December 1984 - December 1988

Number of Recipients (Millions)
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SOCIAL SECURITY
DISABILITY INSURANCE (DI) PROGRAM

Purpose

To provide monthly cash benefits to disabled workers younger than age 65 and to their
dependents

Authorization, Funding, and Administration
* 1956 Amendment to the Social Security Act
* 100 percent federally funded

* Administered by the Social Security Administration, U.S. Department of Health
and Human Services

Filing Unit

Individual

Categorical Eligibility

Disabled individuals with work experience in covered employment and their family members
are categorically eligible for DI. Disability is defined as an inability to engage in substantial
gainful activity by reason of any medically determinable physical or mental impairment expected
to lead to death or that has lasted or can be expected to last for a continuous period of at least
12 months. Earnings in excess of $500 per month ordinarily demonstrate an ability to perform
substantial gainful activity. Disability determinations are made by state agencies following federal
guidelines. Work experience is defined as at least 20 quarters of coverage in the 40-quarter
period ending with the quarter of disability. A worker who became disabled before age 31 must
have total coverage equal to at least half the calendar quarters elapsed since the worker reached
age 21. A minimum of 6 quarters of coverage is required. Benefits are not payable to a disabled
worker until after a five-month waiting period. A spouse and children are eligible for benefits
based on the disabled worker’s earnings history. For a description of the requirements for
eligibility, see Categorical Eligibility, OASI.

Two categories of disabled persons--disabled widow(er)s aged 50 to 59 and children who
become disabled before age 22--are eligible under the OASI program (See Categorical Eligibility,
OASI). Disability is defined more restrictively for disabled widow(er)s than it is for disabled
workers; disabled widow(er)s must be unable to engage in any gainful work (rather than in
substantial gainful activity).
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Asset Limit
None
Means Test

There is no means test for program eligibility; however, an eligible individual with other
disability benefits may or may not qualify for a positive Social Security disability benefit, as
discussed under Benefit Formula. As discussed under Categorical Eligibility, an individual with
monthly earnings in excess of $500 is not considered disabled.

Countable Types of Income

Workers’ compensation and other disability benefits provided by federal, state, or local
governments (excluding veterans’ disability benefits) are considered countable income.

Exclusions
None
Deductions

Impairment-related work expenses are deducted from countable income.

Benefit Formula

Benefits are based on the worker’s earnings history in covered employment in the same
manner as OASI benefits. (See the OASI benefit formula description, especially the discussion
on the determination of a worker’s average indexed monthly earnings (AIME) and the primary
insurance amount (PIA).) The number of dropout years varies by the worker’s age in the year
of disability onset; it is 0, 1, 2, 3, 4, 5, for workers aged 26 or younger, 27 to 31, 32 to 36, 37 to
41, 42 to 46, and 47 or older respectively. However, up to three additional dropout years may
be added for workers younger than age 37 for years in which they had no earnings and were
living with a child younger than age 3. The monthly DI benefit is a percentage of the PIA as
follows:

Disabled worker 100% of PIA
Spouse or divorced spouse--ages 62-65 or older 37.5-50%0f PIA___

Spouse under age 65 caring for child 50% of PIA

Benefits provided on the basis of the worker’s earnings history are subject to a family maximum
amount, which is the smaller of (a) 85 percent of the worker’s AIME or (b) 150 percent of the
worker’s PIA. The benefit cannot be reduced to below 100 percent of the worker’s PIA.

10N



Table of Contents

The Social Security disability benefit is offset by other government benefits for which the
worker qualifies on the basis of disability (excluding veterans’ disability payments). The offset is
the amount by which the combined disability benefit exceeds 100 percent of the PIA or 80
percent of the worker’s average earnings before becoming disabled. The combined benefit after
the reduction is never less than the Social Security disability benefit before the reduction.

Indexing

Benefits are indexed to changes in the CPI-W in the same manner as OASI benefits. (See
Indexing, OASIL.)
Characteristics of Recipients

Seventy percent of DI recipients in December 1989 were disabled worker beneficiaries. They
received almost 90 percent of the benefits paid in that month. The remaining beneficiaries were

spouses and children. Two-thirds of the disabled workers were male, and 63 percent were 50
years or older.

Interactions with the Food Stamp Program
Eligibility
None

Program Overlap

Data not available

Sequencing of Income

Social Security disability benefits are included in food stamp countable income.

Interactions with Other Programs
Eligibility

Disabled workers are eligible for Medicare after a two-year waiting period. Disability benefits
are replaced by retirement benefits when the disabled worker reaches age 65.

Sequencing of Income

DI benefits are offset by income from other government disability programs (excluding
veterans’ disability payments) if the combined benefit exceeds the larger of 80 percent of the
worker’s average earnings before disability or 100 percent of the PIA.

11
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Taxation of Benefits

Up to 50 percent of DI benefits are subject to federal income taxation if the sum of a
taxpayer’s adjusted gross income, nontaxable interest income, and 50 percent of Social Security
income exceeds a base amount. The base amount is $25,000 for a single return and $32,000 for
a joint return. Taxable benefits are the lesser of S50 percent of the excess income over the base
amount or 50 percent of the benefits received.

History of Recent Major Program Changes

The Omnibus Budget Reconciliation Act of 1987 (P.L. 100-203) entitles disabled Social
Security beneficiaries who attempt to work to a 45-month period of extended eligibility for Social
Security benefits. During the first nine months of "trial work,” benefits are not suspended.
Monthly benefits are continued for three months after the trial work period and are suspended
in the last 33 months for any month in which the individual is engaged in substantial gainful
activity. Entitlement to benefits is not terminated, and Medicare benefits remain unaffected and
may be continued for 48 months after the trial work period begins.

The Technical and Miscellaneous Revenue Act of 1988 (P.L. 100-647) ensures that interim
benefits will be paid to individuals who have received a favorable determination by an
administrative law judge, but have not received a final decision within the following 110 days.

The Omnibus Budget Reconciliation Act of 1989 (P.L. 101-239) extended the existing

provision for the continued payment of benefits during the appeal process through December
1990 with payment through June 91.

Program Statistics

(See accompanying charts)

References

U. S. Department of Health and Human Services, Social Security Administration. Social Security
Bulletin, vol. 52, no. 7. Washington, D.C.: U.S. Government Printing Office, July 1989.

U. S. House of Representatives, Committee on Ways and Means. Background Material and Data

on Programs Within the Jurisdiction of the Committee on Ways and Means. 1939
Edition. Washington, D.C.: U.S. Government Printing Office, 1989.

Reviewed by: Jack Schmulowitz, Director, Office of OASDI, Division of Statistics Analysis,
Social Security Administration, (301) 965-0179.
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Monthly Number of Recipients and Monthly Amount of Benefits,

December 1984 - December 1989

s Number of Recipients (Millions)
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BLACK LUNG BENEFITS

Purpose

To provide monthly benefits to coal mine workers who are totally disabled by black lung
disease (pneumoconiosis), as well as their dependents and survivors. In addition, the program
pays for all medical expenses related to the treatment of black lung disease.

Authorization, Funding, and Administration

* Federal Coal Mine Safety Act of 1969, Title IV. Program transferred to the
Department of Labor by the Black Lung Benefits Reform Act of 1977

* Program benefits are 100 percent federally funded
* The Social Security Administration administers benefits filed on or before June 30,
1973, and the U.S. Department of Labor administers benefits filed after that date.
Filing Unit

Individual

Categorical Eligibility

Individuals employed in the production of coal in the United States who are disabled by
pneumoconiosis which arose from coal mine employment, and their dependents, are categorically
eligible for Black Lung benefits. Surviving dependents are eligible if the miner was entitled to
benefits at the time of death, or was disabled by pneumoconiosis at the time of death.
Dependents may include the miner’s spouse, divorced spouse (if miner is providing support and
they were married for 10 years or more), minor children, disabled children, students, parents, and
siblings.

Asset Limit

None

Means Test
There is no means test for program eligibility; however, an eligible individual with substantial

earnings and/or other disability benefits may not qualify for a positive Black Lung benefit, as
discussed below under Benefit Formula.

14
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Countable Types of Income

Earned income, workers’ compensation, unemployment compensation, and, dependent on the
state, state disability insurance benefits are considered countable income under the program.

Exclusions
None
Deductions

None

Benefit Formula

The basic Black Lung benefit for a disabled miner is 37.5 percent of the minimum monthly
payment to a Federal employee in Grade GS-2. In January 1989, the basic benefit was $358.90,
and the maximum payment per family was $717.80. The basic benefit rate is increased by 50
percent for disabled miners with one dependent, 75 percent for those with two dependents, and
100 percent for those with three or more dependents. Benefits are reduced by state workers’
compensation, unemployment compensation, and state disability payments if the worker receives
these payments as a result of black lung disability. Benefits paid to dependents and survivors are
reduced by the same amount as the reduction in Social Security benefits for excess earnings.
Benefits are not affected by the receipt of Social Security disability benefits or Supplemental
Security Income benefits.

Indexing

Benefits increase with Federal GS pay.

Recipient Characteristics

The largest category of recipients is widows. In December 1988, they comprised 53 percent
of the beneficiaries; miners comprised 24 percent of the beneficiaries, and the remaining
beneficiaries were dependents. The average monthly benefits for miners and widows (including
payments to dependents) were $499 and $354, respectively.
Interactions with the Food Stamp Program

Eligibility

None

Program Overlap

Data not available
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Sequencing of Income

Black Lung benefits are included in food stamp countable income.

Interactions with Other Programs
Eligibility
None

Sequencing of Income

Workers’ compensation, unemployment compensation, and state disability insurance benefits
reduce Black Lung benefits.

Taxation of Benefits

Benefits are not taxable by the federal government, although states may tax the benefits.

History of Recent Major Program Changes

No major program changes have been made since 1986.

Program Statistics

(See accompanying charts. Note: The beneficiary statistics pertain only to the portion of the
program administered by the Social Security Administration. In the first chart, "dependents”
includes dependents of miners and surviving children of deceased miners; in the second chart,
dependents of miners are included in the miners category, and dependents of deceased miners
are included in the survivors category.)

References

U.S. House of Representatives, Committee on Ways and Means. Background Material and Data
on Programs Within the Jurisdiction of the Committee on Ways and Means, 1989 Edition.
Washington, D.C.: U.S. Government Printing Office, 1989.

U.S. Department of Health and Human Services, Social Security Administration. Social Security
Bulletin, vol. 52, no. 7. Washington, D.C.: U.S. Government Printing Office, July 1989.

Reviewed by: Philip Lerner, Statistician, Office of Research and Statistics, Social Security
Administration, (301) 965-0159.
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Black Lung Benefits

Beneficiaries in Current Payment Status and
Total Monthly Benefits

December, 1984 - 1988

350 Number of Beneficiaries (Thousands)

314

1984 1985 1986 1987 1988

Monthly Amount of Benefits (Millions)

$100
$85.9 $83.7
$80 - $78.9
$60 -
$40 1 TR
$20
$0 - 111 N i : i
1084 1985 [§-1.1.} 1987 1988
Year

EE] Miners and Depen. ] Surviers and Depen. Sl Muens
HE videws EZ3 sepenients

Source: 8oclal S8ecurity Administration, Sacial Sacurity

Bulletin, vol. 82, ne. 7, July 1980.
Seneficlary and Benelit data from Table M-33.
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UNEMPLOYMENT COMPENSATION

Purpose

To provide temporary and partial wage replacement to involuntarily unemployed workers
who were recently employed, and to help stabilize the nation’s economy during recessions

Authorization, Funding, and Administration

*  Social Security Act of 1935 and the Federal Unemployment Tax Act of
1939

*  Program benefits are funded by a state tax on employers; administrative
costs are federally funded and vary from state to state according to the
number of employers, number of insured unemployed, and other factors.

*  Administered by the individual states and by the U.S. Department of
Labor

Filing Unit

Individual

Categorical Eligibility

States have developed diverse methods for determining an unemployed person’s eligibility
for Unemployment Compensation. In general, three factors are considered: (a) the amount of
recent employment and earnings; (b) the demonstrated ability and willingness to seek and accept
suitable employment; and (c) certain disqualifications pertaining to a claimant’s most recent job
separation or job-offer refusal.

In order to qualify for benefits, an unemployed person must usually have worked recently
for a covered employer for a specified period of time and must also have earned a certain amount
of earnings during the "base period." The base period is a recent one-year period that 44 states
define as the first 4 of the last 5 completed calendar quarters prior to the effective date of the
claim. All but 5 states require employment in at least 2 quarters of the base period. The tctal
earnings in the base period that are required in order to qualify for minimum weekly benefits vary
from $150 in Hawaii to $3,640 in Oklahoma.

Approximately 85 percent of employed persons are covered by Unemployment
Compensation. Employment that is not generally covered by Unemployment Compensation
includes self-employment, certain agricultural labor and domestic services, services for relatives,
the services rendered by patients for the hospitals in which they are residing, certain student
internships, certain alien farm work (until January 1993), certain seasonal camp work, and railroad
work.
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Asset Limit

None

Means Test

There is no means test for program eligibility; however, an eligible individual with
substantial current earnings may not have sufficient earnings in the base period to qualify for a
positive benefit, as discussed below under Benefit Formula.

Countable Types of Income

Current earned income, including any work-related pension that was maintained or
contributed to during the state-specified base period by the employer whose account will be
charged for the Unemployment Compensation benefits is considered countable income.

Exclusions
Most states exclude a portion of earnings from current partial employment.
Deductions

None

Benefit Formula

In general, states set weekly benefit amounts as a fraction (50 to 70 percent) of the
individual’s average weekly gross earnings in covered employment, up to a state-determined
maximum. Taxable fringe benefits (and bond payments under certain conditions) that were
provided under the covered employment are included when determining gross earnings. The
fraction of an individual’s earnings that are replaced tends to vary inversely with the claimant’s
average weekly gross earnings; individuals with relatively high average weekly gross earnings
receive the state-determined maximum benefit instead of the designated fraction (50 to 70
percent) of their earnings. The national average weekly benefit amount in FY 1986 was 36
percent of the average weekly covered wage.

States are required to reduce an individual’s Unemployment Compensation benefit by the
amount of any work-related pension that was maintained or contributed to during the state-
specified base period by the employer whose account will be charged for the Unemployment
Compensation benefits. States may also make deductions to calculated benefits for earnings from
current partial employment. Most states disregard a specified amount of current earnings; beyond
the disregard, states may deduct from benefits a percentage of earnings from current partial
employment.

Minimum benefit amounts varied in 1989 from $5 in Hawaii to $62 in Alaska. Fourteen
states provide supplemental benefits to claimants with either nonworking spouses or dependent
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children. The maximum duration of regular state benefits is usually 26 weeks. The federal-state
extended benefits program can provide up to 13 additional weeks of benefits in states with
relatively high unemployment rates. The characteristics of state programs are outlined in the
accompanying table.

Indexing

None

Characteristics of Recipients

Data for a sample of participants in regular state Unemployment Compensation programs
during November 1988 indicate that 58 percent of recipients were male, 76 percent were white,
16 percent were black, and 6 percent were Hispanic.

Thirty-two percent of the unemployed received regular state Unemployment Compensation
benefits during the second quarter of 1989.

During FY 1988, the national average weekly benefit for claimants in the regular program

was $140, and the average duration of benefits was 13.3 weeks.

Interactions with the Food Stamp Program
Eligibility

Compliance with Unemployment Compensation job search requiremeants satisfies the food
stamp work requirement (i.e., those individuals are exempt from food stamp work registration).

Program Overlap

Of food stamp households in summer (July and August) 1987, 1.7 percent also received
Unemployment Compensation benefits, with an average benefit equal to $143, based on Food
Stamp Program quality control data.

Sequencing of Income

Unemployment Compensation benefits are included in the Food Stamp Program’s
definition of countable income.

Interactions with Other Programs

Eligibility

An AFDC-UP applicant must apply for Unemployment Compensation if he or she qualifies
for it.
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Sequencing of Income

Unemployment Compensation benefits must be subtracted from the amount of a possible
AFDC payment.

Taxation of Benefits

All Unemployment Compensation benefits received after December 31, 1986, are subject
to federal personal income taxation.

History of Recent Major Program Changes
The Tax Reform Act of 1986 (P.L. 99-514) made all Unemployment Compensation taxable
under the federal personal income tax.

Program Statistics

(See accompanying charts)

References

U.S. House of Representatives, Committee on Ways and Means. Background Material and Data
on Programs Within the Jurisdiction of the Committee on Ways and Means. 1989 Edition.
Washington, D.C.: U.S. Government Printing Office, 1989.

ETA 5159, Claims and Payment Activities Report. Division of Actuarial Services, UIS/ETA,
Department of Labor, 1989.

ET Handbook No. 394. UIS/ETA, Department of Labor.

Comparison of State Unemployment Insurance Laws, UIS/ETA, Department of Labor, January 1,
1989,

ES 203, Characteristics of the Insured Unemployed, Division of Actual Services, UIS/ETA,
Department of Labor.

U.S. Department of Agriculture, Food and Nutrition Service, Office of Analysis and Evaluation.
Characteristics of Food Stamp Households Summer 1987. Alexandria, VA: Food and
Nutrition Service, 1990.

Reviewed by: Joe Hicket, Chief of Division of Legislation, U.S. Department of Labor, (202) 535-
0200.

21



ée

NAOUNT AMD DURATION OF WEEXLY BEWEFITS FOR TOTAL UNENPLOYMENT
UNDER THE REGULAR STATE PROGRANS

TABLE 1
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Ranking of States on

1989 Ouratlon of Benel 1ts

1989 Weekly Benefit Amount! 1988 Average  Level of Maximm inimm T_. 1988 Average
Winimm Max imam Heekly Benef it Benef its {Weeks) (Weeks)  Duration (Weeks)
Alabama $ 22 $ 145 $101 49 15 2 10
Alaska 38-62 188-260 157 8 16 26 16
Arizona 40 145 121 50 12 26 18
Arkansas 7 209 125 21 10 26 12
California 30 166 122 k) 12 2 15
Colorado F+3 214 158 18 13 F. ) 13
Connect jcut 15-22 234-284 176 3 2 26 1
Delaware 20 205 165 7] 24 26 12
District of Cohmbia 13 283 186 [ 2 26 18
Florida 10 200 137 28 10 26 13
Georgla n 165 127 a1 9 2 g
Hawail 5 239 166 13 2 2 14
Idaho . M 193 136 30 10 26 12
Iitinots 51 187-244 151 12 2% 2 17
Indiana 0 96-161 104 a2 9 26 1
Towa 26-31 174-214 148 17 n 26 12
Kansas 52 210 162 20 10 26 13
Kentucky 2 166 13 a0 15 26 13
Louisiana 10 181 1 kT 8 26 16
Maine 29-43 171-256 139 10 15 26 11
Maryland 25-13 205 157 25 % 26 13
Massachusetts 14-21 255382 177 1 10 30 15
Wichigan 59 263 182 7 15 2% 21
Ninnesota 38 254 181 1 10 26 15
Mississippl k- 145 100 48 13 26 12
Nissourt n 150 118 % 11 2% 1
Montana % 185 130 31 8 26 "
Rebraska 2 14 117 52 20 26 12
Revada 16 184 145 32 12 26 13
New Hampshire » 156 125 7] 2% 26 5
Rew 51 258 177 9 15 % 15
New Mexico 33 166 122 39 19 26 16
New York 0 130 143 35 % 26 17
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ANOUNT AND DURATION OF WEEXLY BENEFITS FOR TOTAL UNEMPLOYMENT
UNDER THE REGULAR STATE PROGRAMS

TABLE 1 (Continued)
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Ranking of States on

1989 Buration of Beneflts

1989 Weekly Benef it Amoumt' 1988 Average  Level of Maximm Hinimm  Maximm 1988 Average
Hinimm Max imum Week ly Benef it Benef its (Weeks) (Weeks) Duration {Weeks)
Worth Carolima 19 228 131 15 13 26 8
North Dakota 49 183 113 13 12 26 13
Ohio 42 169-268 152 6 20 26 14
0k 1ahoma 16 197 142 29 20 26 13
Oregon 53 229 146 14 6 2% 14
Pennsy lvanfa 35-40 266-274 163 5 16 26 15
Puerto Rico 7 110 124 53 20 20 b
Rhode Island 48-58 240-300 163 2 12 26 12
South Carolina 20 147 109 4 15 26 9
South Dakota 28 140 121 51 18 26 12
Tennessee 30 155 104 45 12 26 1
Texas n 210 159 19 13 26 15
Utah 14 208 157 23 10 26 13
Vermont 31 169 132 37 26 26 12
Virginia 56 176 133 3% 12 26 9
Virgin Islands 32 162 116 42 13 26 11
Hashington 57 209 151 22 16 k] 15
Hest Virginfa 24 225 142 16 26 28 15
Wisconsin 38 200 148 26 1 26 12
Nyoming k) 200 159 27 12 26 16

SOURCE: 0.S. House of Representatives, Committee on Ways and Means.

Committee on kWays and Means,

NOTES

1. A range of msounts is shown for those states which provide allowances for dependents.

1969 Edition Edition.

Washington, D.C.:

ce,

Backqround Material and Data on Programs Within the Jurisdiction of the
u.s. 1989.
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Unemployment Insurance Program
Average Weekly Number of Beneficiaries and
Total Annual Benefits
1984 - 1988

s Avg Weekly # of Beneficiaries (Millions)

7 7 7 ;
* 0 1984 1985 1988 1087 1888

Total Anpus: Benefits {Billions)
$15.05
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SUPPLEMENTAL SECURITY INCOME (SSI),
INCLUDING STATE SUPPLEMENTATION

Purpose

To provide monthly cash payments to needy aged, disabled, or blind persons according to
nationally uniform standards
Authorization, Funding, and Administration

*  Social Security Act of 1935, Title XVI1, as amended in 1972

. In FY 1988, federal funds paid 78 percent of total SSI benefits. The
federal share of state benefits ranged from 44 to 100 percent of the

payments.

. Administered by the Social Security Administration, U.S. Department of
Health and Human Services (states may opt to administer supplemental

payments)
Filing Unit

Individual or married couple

Categorical Eligibility

Individuals who are age 65 or older, blind, or disabled and living in the 50 states, the
District of Columbia, or the Northern Mariana Islands and have limited income and resources
may be categorically eligible for SSI. If both members of a married couple are eligible, then
benefits are based on the benefit rate for couples.

Disabled individuals whose earnings exceed the substantial gainful activity level ($500) are
eligible for special cash benefits, as long as their earnings and resources are below the SSI need
criteria.

Asset Limit

$2,000 per individual and $3,000 per couple effective for 1989 and subsequent years.
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Exclusions

Home equity, $2,000 in personal effects and household goods, the first $4,500 in the
market value of a vehicle (the full value if the vehicle is used for necessary transportation), life
insurance with a cash surrender value of up to $1,500 per individual, a burial fund up to $1,500
and one burial plot per individual.

Means Test

Benefits are paid only when countable income is lower than the combined federal and state
benefit level. An individual with only eamed income is eligible for an SSI payment until his or
her earnings equal twice the basic benefit plus $85. An individual without earnings is generally
eligible for SSI payments until his or her unearned income exceeds the basic benefit by $20.

Countable Types of Income

Earned income, asset income, retirement benefits, and social insurance payments are
considered countable income. The receipt of food, clothing or shelter or other non-cash items
which can be used to get food, clothing or shelter is also considered income. Income received
through sheltered workshops or activity centers is treated as earned income. The income of an
ineligible spouse or parent is considered in determining whether the individual is eligible for SSI
benefits.

Exclusions

Excluded from countable income are the following items: $20 from any non-need-tested
source of income; the first $65 of earned income; and 50 percent of additional eamnings. Blind
or disabled recipients may also exclude work-related expenses or income or resources set aside
under a plan to achieve self-support. Certain government home energy assistance (cash or in-
kind) and in-kind home energy assistance provided by private nonprofit organizations are
excluded, as are proceeds from death benefits (e.g. life insurance) which were spent on the burial
or last illness of the deceased.

Deductions

None

Benefit Formula

The amount of federal benefits is determined by the recipient’s countable income, living
arrangements, and marital status. The SSI Federal benefit rate for 1990 was $386 for an
individual and $579 for a couple. The benefit for an SSI recipient living in the household of
another person and receiving in-kind support and maintenance from him or her is reduced by
one-third of the federal benefit rate. Benefits are limited to a $30 personal needs allowance for
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individuals living in a hospital or other medical facility in which at least 50 percent of the costs
are being paid by Medicaid. These benefits are reduced by countable income as described above.

Federal payments are supplemented by some States. Two types of State supplements exist:
mandatory and optional. Mandatory supplements apply only to individuals who were converted
to SSI in 1974 from former State assistance programs. States are required to maintain the income
levels these individuals previously had under the State assistance programs. Forty-three States
have elected to provide optional supplementation. The eligibility criteria and payment levels for
optional supplementation are set by the respective States and are determined by a number of
factors such as living arrangement, income, resources, geographical area, and basis for SSI
eligibility (i.e., aged, blind or disabled).

Indexing

Federal SSI guarantees are indexed by the change in the Consumer Price Index for Urban
Wage Earners (CPI-W) in the same manner as OASI benefits.

Characteristics of Recipients

In March 1989, women accounted for 64 percent of the SSI caseload. This figure is
consistent with the longer life expectancy and lower income levels of women. In 1988, other
income was received by 63 percent of SSI recipients. OASI was the largest source of other
income with 71 percent of aged SSI beneficiaries receiving OASI. Sixty-eight percent of SSI
recipients were disabled, 30 percent were aged, and the remaining 2 percent were blind.

Interactions with the Food Stamp Program

Eligibility

Except in Wisconsin and California, SSI recipients are eligible for the Food Stamp Program
if they meet the food stamp income and asset requirements. As specified by the Food Security
Act (P.L. 99-198), an SSI recipient in a household where all other members receive SSI benefits
is categorically eligible for food stamps. A categorically eligible SSI recipient does not need to
meet the food stamp income and assets limits. SSI recipients are excluded from food stamp work
requirements.

In California and Wisconsin, food stamp benefits are "cashed out” by increasing the State
SSI supplemental payments.

Program Overlap

SSI income was received by 1.43 million food stamp households in the summer of 1987
(July and August), based on Food Stamp Program quality control data.
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Sequencing of Income

SSI benefits are included in food stamp countable income.

Interactions with Other Programs
Eligibility

SSI recipients are excluded from the AFDC family unit when income and resources are
considered. Medicaid eligibility for SSI recipients is automatic in most states. Fourteen states
apply more restrictive income-eligibility requirements for Medicaid (Connecticut, Hawaii, Illinois,
Indiana, Minnesota, Missouri, Nebraska, New Hampshire, North Carolina, North Dakota, Ohio,
Oklahoma, Utah and Virginia). These states are required to deduct medical expenses from
income when determining Medicaid eligibility. SSI recipients are required to apply for any other
benefit to which they are entitled, including Social Security, unemployment insurance, or workers’
compensation.

Sequencing of Income

Social insurance payments are included in countable income. The value of certain
assistance provided by federal housing programs and assistance based on need provided by state
or local governments is excluded from countable income. The Earned Income Tax Credit is
treated as earned income.

Taxation
SSI benefits are nontaxable.
History of Recent Major Program Changes
Under the 1986 Employment Opportunities for Disabled Americans Act (P.L. 99-643):

*  Disabled individuals who engage in substantial gainful activity will not
lose their SSI disability status. These individuals continue to receive
special benefits as long as their individual total income and resources are
within the SSI need criteria. Individuals receiving the special SSI
benefits continue to be eligible for Medicaid on the same basis as regular
SSI beneficiaries. Special SSI recipient status is provided for Medicaid
eligibility purposes for working disabled or blind individuals whose
earnings and income are above the SSI need criteria.

e Disabled individuals retain eligibility status for 12 montbs after they were
last eligible for regular or special SSI benefits. If the individual recovers
from his or her disability, a new application and a new determination of
disability would be required.
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Under provisions of the Omnibus Budget Reconciliation Act of 1987 (P.L. 100-203):

*  Persons temporarily staying in a medical institution (not to exceed three
months) may continue to be eligible for the full benefit rate if certain
conditions are met.

*  Payments may be made to persons who are residents of emergency
shelters for up to 6 months in any 9-month period.

*  Death benefits (e.g., proceeds from life insurance) are excluded from
income to the extent that they are spent on last illness and burial of the
deceased.

*  Real property that cannot be sold because (a) it is jointly owned and its
sale would cause the other owner(s) undue hardship due to loss of
housing, (b) its sale is legally barred, or (c) the owner’s reasonable efforts
to sell the property have been unsuccessful is excluded from
consideration.

Program Statistics
(See accompanying charts)
References
Congressional Research Service. Cash and Noncash Benefits for Persons With Limited Income:

Eligibility Rules, Recipient and Expenditure Data, FY 1986 - 88. Washington, D.C.:
Congressional Research Service, 1989.

U.S. Department of Health and Human Services, Social Security Administration. Social Security
Bulletin Annual Statistical Supplement, 1988. Washington, D.C.: U.S. Government
Printing Office, 1988.

. Social Security Bulletin Annual Statistical Supplement, 1989. Washington, D.C.: U.S.
Government Printing Office, 1989.

. "Social Security Programs in the United States.” Social Security Bulletin, June 1989, vol.
52, no. 6. Washington, D.C.: U.S. Government Printing Office, 1988.

U.S. House of Representatives, Committee on Ways and Means. Background Material and Data

on Programs Within the Jurisdiction of the Committee on Ways and Means. 1989 Edition.
Washington, D.C.: U.S. Government Printing Office, 1989.

U.S. House of Representatives, Subcommittee on Retirement Income and Employment of the
Select Committee on Aging, House of Representatives. Supplemental Security Income
(SSI): Current Program Characteristics and Alternatives for Future Reform. Washington,
D.C.: U.S. Government Printing Office, 1988.
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Reviewed by: Elsa Ponce, Social Science Research Analyst, Office of Supplemental Security

Income, Social Security Administration, (301) 965-9848.
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CHARACTERISTICS OF OPTIONAL STATE SUPPLEMENTAL SSI PROGRAMS
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Federal SS1 Payments

Jaruary 1990 Combined

Administration of State Yotal Payments Average Benef 1t Fed. & State Maxiwmm
Optional Supplements FY 1989 December 1988 Benef it for the F‘F
State {January 1990) (Millions) Amount  Rank ividua ouple
Alabama State 320.8 204 28 386 5719
Alaska State 12.2 237 10 17 1,063
Arizona State 117.3 284 4* 386 579
Arkansas Ro Program 168.5 188 kLY 386 579
California Federal 1,639.8 248 3 630 1,167
Colorado State 96.6 229 13 434 888
Comnecticut State 86.1 238 g* 752 1,104
Delasare Federal 19.7 211 23 386 519
District of Colmbia federal 47.5% , 248 3+ 401 609
Florida State 578.2 233 12¢ 306 579
Georgila o Program 382.3 203 29 386 579
Hawaid Federa) 36.6 244 4 39 588
Idaho State 24.9 221 18+ 459 624
IV inois State 505.1 260 1 NA M
Indiana State 151.2 226 15 386 579
lova Fed/State! 7.1 199 32 3% 579
Kansas No 57.6 212 22 386 5
Kentucky State 297.5 228 14* 386 579
Louisiana State 315.9 221 18¢ 386 579
Raine Federal 44.5 193 n 396 594
Raryland State 165.8 241 7 306 579
Massachusetts Federal 41.5 228 14¢ 515 781
Nichigan fFederal 356.9 290 8 416 624
Ninnesota State 94.7 208 25 461 667
Nississippl No Program 2717.0 203 29* 386 579
Nissouri State 212.2 214 20* 386 519
Montana Federal 24.2 222 17+ 386 579
Rebraska State 37.3 210 24 24 o
Nevada Federal 24.7 222 17 422 653
New Hampshire State 16.6 213 21 413 600
New Jersey Federal 259.4 236 11 a7 604
Rew Mexico State 1 78.2 222 17+ 386 579
Rew York Fed/State 1,052.6 254 2 472 682
North Carolima State 354.8 205 27 306 579
North Dakota ' No Program 16.9 194 13 386 579
Ohio State 423.6 24 4 386 579
0k Yahoma State 143.5 200 31 450 107
Oregon State 82.9 233 12* 3ss 579
Pemmsylvania Federal 1 489.3 242 6 418 628
Rhode Island Fed/State 36.5 214 20* 450 700
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CHARACTERISTICS OF OPTIONAL STATE SUPPLEMENTAL SSI PROGRAIS (contimued)

Table of Contents

Federal SS1 Payments

January 1990 Combined

AMainistration of State Total Payments — Average Benel It Fed. & State Maximm

Optional Supplements FY 1989 December 1988 Benef it for the é\gg"

State {January 1990) {Millions) Amount _ Rank Individual ouple
South Carolina State 216.5 202 » 386 579
South Dakota State 22.7 199 32 401 594
Tennessee No Program 345.0 211 23* 386 579
Texas No Program 670.6 200 n* 386 579
Utah Federal 30.6 238 9 392 591
Versont Fed/State! 20.1 207 % "9 694
Virginia State 1 231.0 210 24" 386 579
Washington Fed/State 159.7 248 3+ m 601
Vest Virginia No Program 132.2 ., 243 5 386 579
Wisconsin Federal . 165.1 215 19 489 745
Nyaming State 1.7 23 16 406 619

TResponsibilities for aduinistration are divided between the State and the Federal governments.
*Denotes a tie between states.

s*Independent 1iving
MA: State decides benefits om a case-by-case basis.

SOURCES: Socfal Security Administration, Office of Supplemental Security Income, State Assistance Programs for SSI Recipients, January 1990,

Appendix A. Social Security Adeinistration, Office of Supplemental Security Income Pub. No. 17-002,

0.S. Department of Health and tman Services, Social Security Adeinistration. Socfal Security Bulletin Anmwal Statistical Supplement,
1989. Table 9.8.3. Mashington, D.C.: U0.S. Government Printing Office, .

¥.S. House of Representatives, Committee on Ways and Means. Back Material and Data on
Committee on Ways and Means, 1990 Edition. Tables 4, 5, ngton, D.C.:

ams Within the Jurisdiction of the

WL__‘___L__
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Supplemental Security Income
Monthly Number of Reciplients and Monthly Amount of Benefits,

December 1984 - December 1989

5 Number of Recipients (Millions)

35 4.45 4.53
4.09 4.2
4 -
3 -
24
1 -
1984 1985 19686 1987 1968
Year
sie Amount of Benefits (Billions)
$12 $12.08
1 .07
$10.36 $11
$10 4
$8
$6 -
84 1
$2
$0 -
1984 1985 1986 1087 1988
Year
Aged Blina [ ] pisabled
Bource: 8Soclal Security Administration, 8ocial Becurlty

Bulletin Annual Statistical Suppiement 1989,
Reclpient data trom Table $AS, benefit data from Table A4,
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AID TO FAMILIES WITH DEPENDENT CHILDREN,
INCLUDING THE UNEMPLOYED PARENT PROGRAM

(AFDC and AFDC-UP)
Purpose

To make cash payments directly to needy families with dependent children to cover the
costs of food, shelter, clothing, utilities, and other necessities

Authorization, Funding, and Administration
*  Social Security Act of 1935, Title IV-A, as amended

*  Federal funding is inversely related to state per capita income. In 1989
the federal matching rate ranged from 50 to 80 percent

*  Either administered by the individual states or by counties under the
State’s supervision

Filing Unit

Dependent children, natural or adoptive parent(s) of dependent children and any eligible
blood-related or adoptive siblings who are living with the dependent child

Categorical Eligibility

Eligibility is generally restricted to single-parent families with dependent children under
age 18; however, 42 states, the District of Columbia, Guam, and the Virgin Islands provide
optional coverage to dependent children up to the age of 19, provided they are in high school
or are enrolled in technical school. A family with dependent children may be eligible for AFDC
if the dependent children are deprived of parental support or care because of a parent’s death,
continued absence, or incapacity. Unemployment of the principal earner may be considered
deprivation. Twenty-eight states, the District of Columbia, and Guam currently offer an
unemployed parent program, AFDC-UP. The Family Support Act of 1988 requires all states to
operate an AFDC-UP program by October 1, 1990. Puerto Rico and Guam must implement an
AFDC-UP program by 1992. States which implement an AFDC-UP program under the new law
may elect to limit the program to six months of the year.

Women who have no eligible children but who are medically verified as pregnant may also
receive AFDC benefits beginning in the sixth month of their pregnancy. SSI recipients are
excluded from the AFDC unit. States have the option of providing Emergency Assistance to
families that are cligible for or receiving AFDC and to families with children that do not meet
the deprivation criteria but are threatened with destitution or homelessness because of an
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emergency situation. States have the flexibility to further specify eligibility by categories such as
AFDC receipt, area, age of deprived child and migrant workers. Federally funded aids is available
for a single period up to 30 days within any 12 month period.

Asset Limit

The federal statutes set a maximum countable asset limit of $1,000 per family. States may
set lower limits.

Exclusions

The following assets are excludable: the home in which the family lives, one burial plot per
family member, personal property of limited value that is deemed essential to daily living, and
$1,500 (or a lower amount set by the State) in equity value for one auto [or] other means of
transportation and $1,500 for bona fide funeral agreements. In addition, for a period of six
months (or nine months at State option) real property which the family is making a good-faith
effort to sell may, under specific conditions, be excluded from countable assets.

Means Test
The AFDC Program has a three-step process for determining financial eligibility:

Step One. The "gross income test" compares total family income against 185 percent of
the State need standard (based on family size). If a family’s total income exceeds 185 percent
of the need standard after certain disregards are applied (see Countable Types of Income,
Deduction), the family is ineligible for assistance (see Program Statistics for a list of the state
need standards).

Step Two. The "determination of need” compares countable family income against the
state need standard. If a family’s countable income exceeds 100 percent of the state need
standard after certain disregards are applied (see Countable Types of Income, Deductions), the
family is ineligible for assistance.

Step Three. The "determination of financial eligibility" compares a family’s countable
income against the State’s payment standard (one-half of all states and three of the territories
have a payment standard which is lower than the state need standard). If a family’s countable
income is lower than the state payment standard, the family is eligible to receive AFDC assistance
(see Program Statistics for a list of the State payment standards). A minimum payment rule
requires that countable family income be at least $10 below the state payment standard before
any AFDC benefits are granted; however, families that do not meet the minimum payment rule
are still treated as AFDC beneficiaries and thus receive Medicaid benefits.
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Countable Types of Income

Cash income, and the income of a step-parent or a minor’s own parents living in the same
home, subject to certain disregards, are considered countable income.

Exclusions

None

Deductions

In determining a family’s gross income, States are required to subtract from the gross
receipts of a self-employed applicant or recipient any business expenses directly related to the
production of goods or services, and all unearned income disregards (e.g., inconsquential income
from gifts, assistance that does not duplicate AFDC); the following earned income disregards are
then applied to gross income in determining total income (see Step One, Means Test):

1.

States have the option to disregard all or part of a dependent child’s
earned income for up to six months per calendar year when the income
is derived through participation in JTPA.

States also have the option to disregard all or part of a dependent child’s
earned income from any source for up to six months per calendar year
if the child is a full-time student.

To determine a family’s countable income (see Steps Two and Three, Means Test), the
following disregards are applied to gross monthly income in the order listed:

L.

Any eamed income of a dependent child who is a full-time student, or
who is a part-time student but not employed full-time.

A standard $90 is deducted from each person’s earned income for work-
related expenses.

Actual dependent-care expenses, up to $175 per child (§200 for children
younger than age 2) or incapacitated adult, are deducted for the
necessary care of dependents while a family member is working full-time.
States have the option to set a lesser amount for those working part-
time.

$30 and one-third of the remaining earned income is deducted from each
person’s earned income during the first four consecutive months of
earnings. After this period, a $30 deduction is available for eight more
consecutive months. These disregards cannot be applied to the person’s
earnings again until the person has not received AFDC for twelve
consecutive months.

36




Table of Contents

5.  The first $50 of any child support collected on behalf of a child is
disregarded.

6. The first $75 of earned income from a step-parent who is living in the same home as
an AFDC recipient and who is not part of the AFDC unit. An additional amount
(for the support of the step-parent and any other person who is dependent on the
step-parent but who is also not part of the AFDC unit) equal to the State need
standard amount for a family whose composition equals the step-parent and other
non-AFDC recipient members. Finally, any payments made by a step-parent to an
individual not living in the home, but who may be claimed as a dependent of the
step-parent are disregarded. In states with a support law of general applicability
including step-parents, income of step-parents is counted the same as other parental
income.

At the option of the State, public assistance received through other programs may be
disregarded to the extent that such assistance does not duplicate all or part of the AFDC
payment. States also have the option to count or disregard food stamps and housing subsidies.
Most States have elected to disregard this income. States also have the option to reduce AFDC
payments to the extent that third-party vendor payments duplicate the maximum amount payable
for an item under the State’s AFDC plan. Few states exercise this option.

As a condition for AFDC eligibility, a child’s right to support payments from an absent
parent is assigned to the state child support agency, which uses any such payments to reimburse
the state AFDC Program. If the monthly child support payment received exceeds the AFDC
benefit, then eligibility for AFDC is lost and the right to the child support payments reverts back
to the child.

Benefit Formula

States generally compute benefits by subtracting countable income from a payment
standard which is 100 percent, or less, of the need standard. As of October 1989, five states
computed benefits by subtracting countable income from 100 percent of the need standard and
then applying a percentage reduction to the difference. In January 1989, the maximum payment
for a family of four with no countable income ranged from $144 per month in Mississippi to $899
in Alaska.
Indexing

None
Characteristics of Recipients
In March 1987, 8 percent of AFDC families had earnings; approximately 2 percent of

AFDC mothers worked full time, and approximately 4 percent of AFDC mothers worked part

37



Table of Contents




Table of Contents

Sequencing of Income

Social insurance benefits, veterans’ benefits, disability benefits, and unemployment benefits
are included in AFDC countable income. At State option, public assistance received through
other programs may be excluded from AFDC countable income to the extent that such assistance
does not duplicate all or part of the AFDC payment. The earned income tax credit is not
counted as income except under the 185 percent gross income test.

Taxation of Benefits

AFDC benefits are not included in taxable income.

History of Recent Major Program Changes

The Family Support Act of 1988 (P.L. 100-485) requires:

That the earned income disregard be raised from $75 to $90 per month,
that the child care expenses allowance be raised to $175 ($200 for
children under age 2), and that the States disregard the Earned Income
Tax Credit (EITC) except under the gross income test.

That States guarantee child care to AFDC families, if it is necessary to
accept or retain employment or to participate in approved JOBS
activities, to be reimbursed at the Medicaid matching rate.

That States provide transitional child care benefits for up to 12 months
to families who leave welfare because of work, if the child care is
essential for employment. States must establish sliding-scale fee
schedules based on ability to pay.

That each state have a Job Opportunities and Basic Skills Training
(JOBS) program and non-exempt AFDC recipients participate in the
JOBS program (see JOBS, Categorical Eligibility).

That all states establish a program that will provide AFDC benefits to
two-parent families (AFDC-UP). All states that are currently operating
AFDC-UP programs must continue to operate the programs without a
time limit on eligibility. Other states have the option to limit AFDC-UP
to as few as 6 months in any 12-month period.

That states provide full Medicaid coverage to families who are eligible
for AFDC-UP, including months when benefits are not paid due to the
time limit on eligibility.

Effective 1994-1998, that at least one parent in each AFDC-UP family

be required to participate for at least 16 hours per week in some type of
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work activity. Minimum JOBS participation rates for the AFDC-UP
caseload in each State have been established (40 percent for FY 1994,
increasing to 75 percent for FY 1997 and FY 1998).

¢ That States have the option to require minor parents to live with their
parents in order to receive AFDC benefits.

*  That AFDC recipients cooperate with state authorities in establishing the
paternity of a child born outside of wedlock.

¢  That AFDC recipients cooperate with state authorities in obtaining child
support payments from noncustodial parents.

*  That each State re-evaluate its need and payment standards every three
years.

* That each State establish pre-eligibility fraud detection measures to
identify fraudulent applications before assistance payments are issued.

Program Statistics

(See accompanying charts)
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TABLE 1
CHARACTERISTICS OF STATE AFOC PROGRANS AS OF JANUARY 1, 1999
Paywent Standard Payment Standard Presence of  Presence of
Need Standard Payment Standard {Percent_of Need) (Percent_of Poverty), Unemployed  Emecrgency
Two Four Two four Two Four Two four Parent Assist
State Persons ___ Persons Persons _ Persons Persons __ Persons Persons _ Persons Program Program
Alabama 479 670 a8 147 18 22 13 15 [ ] n
Alaska 719 899 ns 899 100 100 86 n n R
Arizona 494 748 233 353 L 7] 47 K L3 » ] N
Arkansas 560 850 560 850 100 100 8 8 n Y
Californfa 535 788 535 788 100 100 80 78 4 ) {
Colorado m 510 k&) 510 100 100 50 51 | n
Comnecticut a 627 434 627 100 100 65 62 4 "
Delaware 247 402 247 402 100 100 ¥ 2 4 Y
District of Columbia 560 870 309 480 55 55 46 48 4 ¢
Florida 644 0 0 18 34 kL n n ] Y
Georgla 315 L1l 226 319 b ] 72 k1| 32 n Y
B il "2 . .17 445 670 60 60 58 58 Y ]
1dahe M6 627 245 n 55 55 kY k| ] "
I1linods 839 835 250 386 46 46 ¥ k. Y Y
Indiana 255 385 255 ass 100 100 38 38 | "
Tows 741 13 31 458 9 ri) 50 L] Y n
Kansas n 468 kv 468 100 100 a8 46 Yy Y
Kentucky 188 272 188 272 100 100 28 27 ] ]
touisiana 472 809 138 234 2 2 21 u [ ] [ ]
Maine 470 794 326 551 69 69 46 52 Y Y
Maryland 807 628 24 ° 454 72 72 44 ] Y Y
Massachusetts 486 668 486 668 100 100 n 66 Y Y
Nichigan 461 693 461 693 100 100 69 69 Y Y
Ninnesota 47 521 437 621 100 100 65 62 | Y
Nississippt 293 "3 183 2485 62 58 27 L] | [ |
Nissoury 250 365 228 m 9 91 » 1 Y ]
Montana ' 36 523 206 m 83 83 ] 13 Y Y
Nebraska 293 435 293 435 100 100 ® 13 Y Y
Bevada 450 650 270 390 60 60 40 K ) n Y
New Rapshire 433 552 433 552 100 100 63 54 N n
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CHARACTERISTICS OF STATE AFDC PROGRANS AS OF JANUARY 1, 1989

TABLE 1 (cont inved)
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Paywent Standard Payment Standard , Presence of Presence of
Reed Standard Payment Standard (Percent of Need) {Percent of Poverty) Unemp loyed Emergency
Two Four Two Four Two Four Two Four Parent Assist

State Persons Persons Persons ___ Persons Persons _ Persons Persons __ Persons Program Program
New Jersey 322 488 322 488 100 100 48 8 Y Y

New Nexico 210 k) ¥ 210 317 100 100 k) | n ] n

New York 439 638 439 638 100 100 66 63 Y Y
North Carolina 462 582 231 291 50 50 k L Vo] Y Y
North Dakota 3 472 313 472 100 100 47 47 ] n
Ohio 583 890 263 k1)) 45 5 » » Y Y

Ok 1ahoma 34 583 252 403 69 69 38 0 | Y
Oregon 359 5i1 359 511 100 100 54 51 Y Y
Permsylvania 461 724 301 474 65 65 45 7 Y Y
Rhode 1siand 119 590 419 590 100 100 63 59 \{ N
South Carolina 32 485 322 485 100 100 ] 8 4 N
South Dakota 323 408 323 408 100 100 48 40 f [ |
Ternessee 280 445 280 s 100 100 2 “ N N
Texas 493 691 158 221 32 32 24 2 n ]
Utah 402 586 301 439 75 75 45 “u n |
Veraont m 1,042 527 705 68 68 7 70 ) 4 Y
Virginia 257 386 231 347 9 90 35 N n Y
Washington 705 1,026 397 578 56 56 59 57 Y Y
West Virginia 401 623 201 312 50 50 k| k) | Y Y
Wisconsin 550 172 440 617 80 80 66 61 Y Y
yming 32 390 320 390 100 100 s » Y Y
Guam 120 210 120 210 100 100 18 21 Y n
Puerto Rico 112 208 56 104 50 50 8 10 [ ] Y
Virgin Islands 225 375 180 300 80 80 27 » " \{
SOURCES ¢ 0.S. Department of Health and fumen Services, Family Support Administration. Automated State AFDC Plans [ASAP) Reports Based on State

Plan Amendments Effective on or Before January 1, 1989 and received by April 1, 1989, Tables 11, 21 and 39.
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Aid to Families with Dependent Children

Average Monthly Number of Families and Total Annual Benefits

1984 - 1988

5 Avg Number of Families (Thousands)

41 sw 3.80 378 378 375
s -
2 -t
l -l
1984 1985 1986 1987 1988
Year
$20 Total Annual Benefits (Billions)
$16. $16.7
$15

{//é/;fg’ 7
.

//
19084 1988 1986 1987 1988
Year

BB arne & arnc-vr  EZarve Ll arpc-ur

Bource: 8Boclal SBecurlty Administration, ficcial Securiiy Rulletin, 1984 - 1988,

Recipient dats tfrom Tables M27 - M31,

Soclal S8ecurity Administration, Boclal Security Bulletin Annua! Statistiosl

Sunplament , 16088. Benefit data from table 8G1.
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CHILD SUPPORT ENFORCEMENT PROGRAM

Purpose

To enforce the support obligations owed by noncustodial parents to their children and the
spouse (or former spouse) with whom the children are living, to locate absent parents, to establish
paternity, and to obtain child and spousal support

Authorization, Funding, and Administration
. Social Security Act of 1935, Title IV-D, as amended in 1975
* 66 percent federally funded for state and local administrative costs for
services to both AFDC and non-AFDC families; 90 percent federal
matching is available until October 1, 1995 on an open-ended entitlement
basis to states that establish automated data processing and information

retrieval systems.
*  Basic responsibility for administering the program is left to the states,
although the federal government provides support services.
Filing Unit
A parent with dependent children who wishes to establish paternity, establish a child
support award, or enforce a child support award
Categorical Eligibility
Although eligibility is open to both welfare and nonwelfare families, parents receiving
benefits under AFDC, the federally assisted foster care program, or the Medicaid program are
required to cooperate with the state or local Child Support Enforcement Agency (CSEA).
Asset Limit
None
Means Test

None

45



Table of Contents

Countable Types of Income

Not applicable

Benefit Formula

Each state’s child support plan must provide that the state’s child support agency will
undertake to secure support from an absent parent for an AFDC child whose rights to support
have been assigned to the state. This includes nearly all AFDC children, since assignment of
rights to support is a condition of eligibility for AFDC benefits. The state must also stipulate in
its plan that, in most cases, it will undertake to establish the paternity of an AFDC child who is
born out of wedlock. For families whose AFDC eligibility ends due to the receipt of (or an
increase in) child support, states must continue to provide child support enforcement services
without imposing the application fee, discussed below, that is required for non-AFDC cases.

Federal statute also provides that a state must make available to non-AFDC families the
child support collection and paternity determination services which are provided under the plan
for AFDC families, once an application is filed with the state agency. The state must charge non-
AFDC families an application fee of up to $25. The amount of the maximum allowable fee may
be adjusted periodically by the Secretary of the U.S. Department of Health and Human Services
(HHS) to reflect changes in administrative costs. States may charge the fee to the custodial
parent, pay the fee out of state funds, or recover it from the noncustodial parent.

State agencies are required to petition to include medical support as part of any child
support order whenever health care coverage is available to the noncustodial parent at a
reasonable cost.

Child support enforcement services must also include the enforcement of spousal support,
but only if a support obligation has been established for the spouse, the child and spouse are
living in the same household, and child support is being collected along with spousal support.

The program includes several federal mechanisms to assist the states in performing their
paternity and child support enforcement functions. These include the use of the Internal
Revenue Service to collect delinquent child support payments through tax refund offsets or the
seizure of property and other procedures; activities by the federal courts; and activities by the
Federal Parent Locator Service (FPLS).

Finally, federal statute includes an incentive system designed to encourage state and local
governments to participate in the program. In particular, they are encouraged to develop
programs that emphasize collections on behalf of both AFDC and non-AFDC families and to
improve program cost-effectiveness. The basic incentive payment is equal to 6 percent of the
state’s AFDC collections and 6 percent of its non-AFDC collections. States may qualify for
higher incentive pavments, up to a maximum of 10 percent of collections, if their AFDC or non-
AFDC collections exceed the total administrative costs for the program.
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Indexing

Not applicable

Characteristics of Recipients

In fiscal year 1988, the caseload for CSE contained 5.7 million AFDC households, 3.6
million non-AFDC, and 1.8 million AFDC arrears households. Collections were made for 16.8
percent of all cases: 10.8 percent of AFDC cases and 29.8 percent of non-AFDC cases.

In the spring of 1988, there were 8.8 million women under the age of 21 who had
dependent children present from an absent father. Of these, 39 percent had not been awarded
child support rights and were thus dependent on income from sources other than the father.
Among the women in this category with incomes below the poverty threshold, the proportion
without child support awards was 60 percent.

About 70 percent of white mothers with dependent children present from an absent father
were awarded child support payments in the spring of 1986; only 36 percent of black mothers and
42 percent of mothers of Spanish origin in this category were awarded child support. In addition,
in 1985, the average child support payment actually received by black and Spanish-origin mothers
with dependent children from an absent father was smaller than that received by white mothers--
black mothers received $1,754 on average; mothers of Spanish-origin, $2,011; and white mothers,
$2,294.

Interactions with the Food Stamp Program
Eligibility
None

Program Overlap

Data are not available.

Sequencing of Income

Child support monies collected under the Child Support Enforcement Program reimbursed
to the state and federal AFDC programs are not treated as countable income under the FSP.
At the state’s option and cost, up to $50 of current child support monies collected under the
Child Support Enforcement Program and paid to an AFDC family may also be excluded from
countable income under the FSP. (See Interactions with Other Programs, below.)
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Interactions with Other Programs

Eligibility

Parents receiving benefits from AFDC, the federally assisted foster care program, or the
Medicaid program automatically receive services under the Child Support Enforcement Program.

Sequencing of Income

States are required to give an AFDC family the first $50 of child support collected each
month under the Child Support Enforcement Program. The remaining child support monies
collected on behalf of AFDC families are used to offset the cost of the AFDC program to the
federal and state governments. The division of the monies between the federal and state
governments is determined by the federal/state matching ratio for the state. A family is still
eligible for child support enforcement assistance even if they are no longer eligible for AFDC.

If a family loses AFDC eligibility due (wholly or in part) to the increased collection of child
support payments, the state must continue to provide child support enforcement services (without
imposing the application fee) and Medicaid benefits for 4 calendar months.

Title IV-D of the Social Security Act includes a provision to allow the garnishment of
wages and other payments made by the federal government for the enforcement of child support
and alimony obligations. The following federal income sources may not be garnished: any
payments as compensation for death under any federal program; federal Black Lung benefits;
Veterans’ Administration pensions or payments as compensation for a service-related disability
or death; and amounts paid to defray employment-related expenses.

Periodically, states must determine whether any individuals receiving Unemployment
Compensation have outstanding child support obligations. The state employment security agency
is required to withhold unemployment benefits, and to pay the child support agency any out-
standing child support obligations established by an agreement with the individual or through legal
processes. :

Taxation of Benefits

Child support payments are not considered taxable income if the payments were defined
as child support (as opposed to alimony) in the support order.
History of Recent Major Program Changes

Under The Family Support Act of 1988:

*  States are required to meet federal standards (based on the number of
children in the state who are born out of wedlock, are receiving cash
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benefits or IV-D child support services, and for whom paternity has been
established) for the establishment of paternity.

Time limits must be set by the Secretary of HHS on the period in which
states accept and respond to requests for assistance in establishing and
enforcing support orders, and the period in which they distribute child
support payments to the families to whom the payments are owed.

By October 1, 1991, all states that do not have statewide automated
tracking and monitoring systems in effect must submit an advance
planning document that meets federal requirements.

A commission on Interstate Child Support was established to hold one
or more national conferences on interstate child support enforcement
reform; this commission must report to Congress no later than October
1, 1990.

The secretaries of Labor and HHS must cooperate with the Federal
Parent Locator Service to give the service prompt access to wage and
unemployment compensation claims information useful in locating absent
parents.

The Secretary of HHS is required to grant waivers to up to 5 states to
allow them to provide education, training, and other work-related
services to unemployed noncustodial parents under the JOBS program.
The purpose of this demonstration is to see if the provision of training
and work-related services will increase these parents’ ability to pay child
support.

The Secretary of HHS is required to maintain state-by-state statistics on
several issues associated with child support enforcement, such as
paternity determination and the location of absent parents.

Program Statistics

In FY 1988, collections on behalf of AFDC families were greater than $1.4 billion;
collections on behalf of non-AFDC families were greater than $3.1 billion.
administrative costs of the program were about $1.2 billion, resulting in $3.95 collected for each
one dollar of total administrative expenses. The number of parents located in FY 1988 totaled
almost 1.4 million, and the number of paternities established totaled 312,000; 192,000 AFDC
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to provide child support enforcement services to all families with an absent parent who receive
Medicaid and have assigned their support rights to the state, regardless of whether they are
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cases where the family received a child support payment were closed. Nationwide, child support
collections recovered 9.7 percent of AFDC assistance payments.

From FY 1978 through FY 1988, more than $26.1 billion in child support payments were
collected--$10.2 billion on behalf of AFDC families and $16.0 billion on behalf of non-AFDC
families.

References
U.S. House of Representatives, Committee on Ways and Means. Background Material and Data

on Programs Within The Jurisdiction of the Committee on Ways and Means. 1989
Edition. Washington, D.C.: U.S. Government Printing Office, 1989.

Reviewed by: Linda Melgren, Program Analyst, Office of Assistant Secretary for Planning and
Evaluation, Department of Health and Human Services, (202) 245-7507.
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PENSIONS FOR NEEDY VETERANS, THEIR DEPENDENTS AND SURVIVORS

Purpose

To provide monthly cash benefits to needy disabled or elderly veterans, as well as to their
families and survivors
Authorization, Funding, and Administration

e  World War Veterans Act of 1930 (P.L. 522-71)

* 100 percent federally funded

*  Administered by the Department of Veteran Affairs

Filing Unit

Individual

Categorical Eligibility

Veterans are eligible for pension benefits, provided that (a) they served at least one day
of wartime service, (b) their discharge was other than dishonorable after at least 90 days, (c) they
are permanently and totally disabled, and (d) their disabilities have been judged to be unrelated
to their service, and not caused by "willful misconduct or vicious habits.” Veterans age 65 or
older are considered disabled under this program. The survivors of veterans who have met these
requirements are also eligible for pensions. Eligible dependents include spouses and unmarried
children who are under age 19, or age 18 to 23 and in school full-time or disabled from a
childhood condition.

Asset Limit

A "reasonable” amount of assets exclusive of home and personal property

Means Test
There is no separate means test for program eligibility. An individual or family with

income above the maximum annual benefit level may not be eligible for a positive benefit amount
(see Benefit Formula).
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Countable Types of Income

The cash income of a veteran and his or her family is considered countable income.

Exclusions

The current earnings of a child that are below the child’s income tax threshold,
postsecondary education expenses, cash welfare aid, proceeds from the sale of nonbusiness
property, compensation received from the Domestic Volunteer Service Act Program, and amounts
of family income equal to unreimbursed medical expenses that exceed 5 percent of the basic
annual benefit are excluded from countable income.

Deductions

Expenses for the last illness and the burial of the veteran or dependent are deducted from
countable income.
Benefit Formula

Pension benefits are determined on the basis of the maximum annual benefit levels listed
below. The maximum benefit is reduced on a dollar-for-dollar basis by annual countable income.

Depending on the level of care required, the maximum benefit for a disabled veteran or widow
may be higher than the amounts shown. Benefits are generally payable monthly.

Maximum Annual Benefits, Calendar Year 1989

Veteran without dependents $6,463
Veteran with one dependent $8,466
Widow without dependents $4,331
Widow with one dependent $5,674
Increase for each additional dependent child $1,098

Indexing

Benefits are indexed to changes in the CPI-W in the same manner as OASI benefits (see
Indexing, OASI).
Characteristics of Recipients

Recipients of survivors’ benefits accounted for 51 percent of the program’s total recipients

in September 1988. Spouses living alone accounted for 89 percent of the survivor recipients (85
percent of the recipients resulted from veterans of World War II or earlier). Elderly veterans
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Pensions for Needy Veterans, Their Dependents and Survivors.
Total Recipients and Total Monthly Benefits
September 1984 - September 1988
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Bource: Department of Vetsrans Affaire
1980 - 1984. Table 84.
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GENERAL ASSISTANCE (GA)?

Purpose

General Assistance is an all-encompassing term for state and local programs which provide
aid to low-income persons ineligible for AFDC, SSI, or Emergency Assistance; although medical
assistance is also provided, the following discussion is limited to cash assistance

Authorization, Funding, and Administration

In 1982, 21 states had GA programs that were operated on a statewide basis and were fully
funded by the states. This was also the case for the District of Columbia, Guam, Puerto Rico,
and the Virgin Islands. Nineteen states provided no funds for local programs, although four of
these states required localities to offer GA. Nine states shared GA costs with local governments.
The GA program in West Virginia was eliminated in 1980.

Filing Unit

Varies by offering jurisdiction; generally offered to individuals, couples, and families with
dependent children

Categorical Eligibility

Many areas limit eligibility to disabled individuals or others who are deemed unemployable.
Jurisdictions that provide benefits to employable adults often restrict eligibility to persons with
dependent children and require participation in employment programs. Most programs do not
provide aid to AFDC or SSI recipients. However, many of them do provide aid to individuals
or families who are awaiting eligibility determinations from ecither of these programs. Almost half
of the programs provide benefits to families who have become ineligible for AFDC due to the
age of the youngest child.

Asset Limit

In general, GA asset limits are lower than AFDC or SSI asset limits. Several of the
programs require liquid assets to be exhausted. Most programs exclude from countable assets the

%Unless otherwise noted, this description refers to state GA programs as of 1982. More
recent information will be available in the fall of 1990 in a report on state GA programs that is
being prepared for the Office of the Assistant Secretary of Planning and Evaluation at HHS.
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entire value of a home and the equity or market value of an auto, up to a limit (often equal to
$1,500).
Means Test
In general, income-eligibility tests, separate from the benefit determination, are not
applied.
Countable Types of Income
Generally, all cash income sources are countable.
Exclusions
None, in general, although some states allow miscellaneous income exclusions.
Deductions

Some states allow deductions for work-related expenses.

Benefit Formula

General Assistance programs range from limited programs that provide one-time
emergency payments to full-scale programs similar to AFDC that provide benefits on a continuing
monthly basis. Under most programs, benefits are calculated as the payment standard net of
countable income. Payment standards vary considerably among programs. In almost every state,
the payment standard for an individual is lower than the SSI payment standard. The payment
standard for a family of four equals the AFDC standard in about one-third of the states. In 1982,
the GA payment standard for an individual ranged from $27 in South Carolina to $299 in New
York. The payment standard for a four-person family ranged from $40 in Arkansas (although
County Directors could increase payments at their discretion) to $601 in California. According
to the Congressional Research Service (1989), benefits averaged $279 per recipient in California,
$258 in New York, and $189 in Michigan in late 1988.

Indexing

In general, benefits are not indexed.

Characteristics of Recipients

In 1982, 30 jurisdictions reported that most of their GA recipients were single adults. Four
states reported that most of their GA recipients were intact families with children.
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Interactions with the Food Stamp Program

Eligibility

None

Program Overlap

General assistance cash benefits were received by 12.3 percent of food stamp households
in the summer (July and August) of 1987, according to Food Stamp Program quality control data.
The average GA benefit received by a household was $98.

Sequencing of Income

General Assistance benefits are included in the Food Stamp Program’s definition of
countable income.

Interactions with Other Programs

Eligibili

In most states, recipients of AFDC or SSI are ineligible for GA benefits. GA applicants
are usually required to apply for SSI benefits if they are categorically eligible for them. GA
benefits are often given to persons who are awaiting eligibility determination for SSI or AFDC.
Many states allow AFDC families who lose eligibility for AFDC due to the age of the youngest
child to be eligible for GA benefits. Some states consider two-parent families with an
unemployed parent who fails the work history requirement or the primary earner test of AFDC
to be eligible for GA benefits.

Sequencing of Income

Most GA programs include cash income from all other assistance programs in countable
income for purposes of benefit determination.

Taxation of Benefits

GA benefits are nontaxable.

History of Recent Major Program Changes

As stated above, GA programs vary considerably from state to state. A comprehensive
description of the changes in these programs that have occurred since 1982 will be available in
the fall of 1990.
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Program Statistics

Statistics for GA programs are incomplete; the collection of benefit payment data was
discontinued in 1981. The Census Bureau reports that direct cash assistance by states and
localities totalled approximately $2.6 billion in 1986 and in 1987. The Congressional Research
Service estimates 1988 payments at $2.7 billion, based on a survey of large programs.

References
Congressional Research Service. Cash and Noncash Benefits for Persons With Limited Income:

Eligibility Rules, Recipient and Expenditure Data, FY 1986-88. Washington, D.C.:
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EARNED INCOME TAX CREDIT (EITC)

Purpose

To increase work incentives and offset Social Security and income taxes for low-income
families with dependent children
Authorization, Funding, and Administration

* Initially provided for in The Tax Reduction Act of 1975; was made a
permanent feature of the tax law by the Revenue Act of 1978

* 100 percent federally funded
*  Administered by the Internal Revenue Service, U.S. Department of the
Treasury
Filing Unit

Tax filing unit

Categorical Eligibility

The EITC is available to (a) married individuals filing joint returns who are entitled to a
dependency exemption for a child, (b) surviving spouses who maintain a household for a
dependent child, and (c) unmarried heads of households who maintain a household for a child.
A dependency exemption requires that the tax filer provide more than half the support of the
child, and a tax filer is considered to maintain a household only if more than half the household
expenses are furnished by that individual. (AFDC benefits are not considered to be support
provided by the tax filer.)

Asset Limit
None

Means Test

Returns with adjusted gross income (AGI) or earned income in excess of $19,340 (in 1989)
are ineligible.
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Countable Types of Income
AGI and eamed income are considered countable income.
Exclusions
None
Deductions

None

Benefit Formula

The amount of the credit is 14 percent of the first $6,500 of earnings, including net
earnings from self-employment. The maximum credit is $910. The size of the credit is not
related to the number of dependent children. If the individual has AGI or earned income
between $6,500 and $10,249 (including these amounts), he or she will receive the maximum
credit. For each dollar of AGI or earned income above $10,249, the credit is reduced by 10
cents. This eliminates the credit when earned income or AGI reaches $19,340. (The dollar
amounts in this section have not been adjusted for inflation.)

The EITC may be received in the form of reduced income tax withholding by employers
or as part of a tax refund.

Indexing

The income base eligible for the credit and the phase-out starting point are adjusted for
inflation occurring after August 31, 1984. For example, the maximum amount of earned income
eligible for the credit in 1988 is adjusted for the inflation that occurred between August 31, 1984

and August 31, 1987. Inflation adjustments associated with the credit are rounded to the nearest
$10.

Recipient Characteristics

The EITC was claimed on 6.1 percent of all federal income tax returns for tax year 1986.
Of those who claimed the EITC that year, 74.1 percent received the credit as part of a tax
refund.
Interactions with the Food Stamp Program

Eligibili

None
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Program Overlap
Food Stamp Program quality control data for summer (July and August) 1987 indicate that

7,000 food stamp households (0.1 percent) received the EITC in the form of reduced income tax
withholding. However, since many tax filers who claim the EITC receive it in the form of a tax
refund (almost 60 percent of those who claimed the EITC in 1986), this greatly underestimates
the total number of food stamp households that received the EITC. An upper bound for the
number of food stamp households receiving the credit is the number of food stamp households
with children and eamned income. According to quality control data, 1.2 million food stamp
households with children, or 17 percent of all food stamp households, had earnings in the summer
of 1987.

Sequencing of Income

The EITC is considered a resource under the Food Stamp Program, regardless of how it
is received.

Interactions with Other Programs

Eligibility

AFDC or other public assistance payments may not be considered to be part of the tax
filer’s contribution to the support of a dependent in the determination of eligibility for federal
income tax dependency exemptions.

Sequencing of Income

In general, SSI and GA consider the EITC income in the month in which it is received.
The EITC is excluded from countable income for AFDC benefit determinations.

Taxation

The EITC is a refundable tax credit; credits in excess of the income tax liability are
refunded to the tax filer.

History of Recent Major Program Changes

Under the Tax Reform Act of 1986, the income base eligible for the credit and the phase-
out starting point are adjusted for inflation that has occurred since August 31, 1984.

Under the Family Support Act of 1988, the EITC (received as a tax refund or an advance
payment) is disregarded as income for AFDC benefit determinations.

Under the Hunger Prevention Act of 1988, the treatment of the EITC under the Food
Stamp Program’s definition of countable income was changed so that the credit is always treated
as a resource, not as income, regardless of whether it is received in the form of reduced income
tax withholding or as a lump-sum tax refund.
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Program Statistics

Total Returns with Value of

Returns EITC EITC
Year ($ millions) ($ millions) ($ billions) _
1984 99.4m 5.8m (5.8%) $1.6b
1985 101.7m 6.5m (6.4%) $2.1b
1986 103.0m 6.3m (6.1%) $2.0b
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FOOD STAMP EMPLOYMENT AND TRAINING PROGRAM (E&T)

Purpose

To assist members of Food Stamp Program households in gaining skills, training, or
experience that will increase their ability to obtain regular employment.

Authorization, Funding, and Administration

*  The Food Security Act of 1985 (P.L. 99-198, Section 1517) which amends Section 6
of the Food Stamp Act of 1977.

*  Federal funding includes $75 million for grants to States for administration of E&T
programs, unlimited matching funds (50 percent match) for administrative costs in
excess of the unmatched grant, and 50 percent matching funds for reimbursements
to participants for expenses related to E&T participation, such as child care or
transportation. The Federal match for child care reimbursements is limited to $80
per dependent per month; the match for other participant reimbursements is limited
to $12.50 per participant per month.

e Administered by State and local Food Stamp Agencies in conjunction with the Food
Stamp Program.

Filing Unit

Adult food stamp recipients.

Categorical Eligibility

Certain individuals are required to register for work and/or participate in E&T. Generally,
all able-bodied, unemployed, adult food stamp participants are required to register for work when
applying for food stamps and must accept suitable employment when available. Persons exempt
from work registration requirements include: persons under age 16 or over age 59, persons age
16-17 who are not heads of households or are enrolled in school, persons caring for a child under
age 6, persons subject to work requirements under Title IV of the Social Security Act (i.e., JOBS
participants), recipients of unemployment compensation, participants in drug or alcohol
rehabilitation programs, persons working 30 hours per week (or earning the equivalent of the
Federal minimum wage multiplied by 30 hours), and students enrolled at least half-time.

In general, persons who are required to register for work are also required to participate
in E&T. However, the Secretary can grant States the authority (through the State plan approval
process) to allow individual and categorical exemptions from participation in E&T, such as
exempting pregnant women in their second or third trimester, persons caring for children if
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adequate child care is not available, persons participating in the Food Stamp Program for 30 days
or less, or persons living in areas with high unemployment rates.

Asset Limit

See Food Stamp Program, Asset Limits.
Means Test

See Food Stamp Program, Means Test.
Countable Types of Income

See Food Stamp Program, Countable Types of Income

Benefit Formula

The Food Security Act of 1985 required States to implement employment and training
programs by April 1, 1987. Allowable activities include job search, job search training, workfare,
work experience, and education (vocational and non-vocational). In addition to providing E&T
services to participants, States are required to reimburse participants for expenses related to their
participation. Federal matching funds for these participant reimbursements are limited to $80 per
dependent per month for dependent care and $12.50 per month per participant for all other
expenses (transportation, etc.).

States determine the number of months a participant spends in an E&T component. In
general, a minimum of 12 hours per month for two months is expected, except as indicated below.

Participation in job search, workfare, and other work components is limited under law. Job
search can be required for no more than eight consecutive weeks after an application is filed, and
for no more than eight weeks in any 12 month period following the initial eight week period.
Participation by all household members in workfare or in a work component during a calendar
month cannot exceed the number of hours equal to the household’s grant divided by the
minimum wage. Participation in all E&T activities, when combined with non-E&T workfare and
work for compensation, cannot exceed 120 hours during a calendar month.

Indexing

None
Characteristics of Recipients

In general, E&T participants are young, unmarried and nonwhite. The average age is 33
years old and the majority are members of households without children. Participants are equally

likely to be male or female. Most of these individuals are in need of remedial services to secure
employment. E&T participants, in general, are poorly educated, with only about half having
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completed high school. They also are not well attached to the labor market -- only about 40
percent were employed during the previous year, and half of those worked fewer than six months.
Many participants receive General Assistance benefits in addition to food stamps; relatively few
receive AFDC.

Interactions with the Food Stamp Program
Eligibility

Compliance with the work registration requirement is a condition of eligibility for food
stamps. Work registrants who are not exempt from E&T and who refuse or fail without good
cause to comply with an E&T requirement are disqualified from the Food Stamp Program for two
months. If the noncomplying person is the head of household (defined as either the major wage
earner in the prior two months or, if there is no person with an earnings history, the individual
designated head by the household members), the entire household becomes ineligible for food
stamps for the two month disqualification period or until the head of household complies,
becomes exempt, or leaves the household, whichever comes first. Persons who are exempt but
voluntarily participate in E&T are not subject to the sanction provisions.

Program Overlap

In the summer of 1987, 19 percent of nonelderly adult food stamp recipients were required
to register for work. Almost all persons exempt from work requirements were either caretakers
of young children or incapacitated adults, registered for work under another assistance program,
disabled, or employed full-time.

State reported data for FY 1989 indicate that about one-third of work registrants were
exempt from E&T. Of those determined nonexempt, about half participated in the E&T
Program during the year.

Sequencing of Income

Reimbursements for the cost of participation are not countable income for food stamp
benefit determination. Further, any portion of child care costs that are reimbursed may not be
claimed as an expense for calculating the food stamp dependeat care deduction.

Interactions with Other Programs
Eligibility

Food stamp recipients who participate in JOBS or are recipients of unemployment
compensation (i.e., required to participate in job search) are automatically exempt from
participation in E&T, although they may still volunteer to participate. Any failure to comply with
a JOBS or unemployment compensation work requirement which is comparable to an E&T
requirement is treated the same as if the food stamp recipient had failed to comply with a food
stamp work requirement.
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Sequencing of Income

See Food Stamp Program, Interactions with Other Programs.

Taxation of Benefits

Participants do not receive income in exchange for their participation.
History of Recent Major Program Changes

The Hunger Prevention Act of 1988 increased the reimbursement for dependent care costs
under the E&T program to up to $160 per dependent per month, effective July 1, 1989. Other
participant expenses continue to be reimbursed up to the limit of $25 per participant per month.

The Hunger Prevention Act of 1988 requires that the Department of Agriculture develop
and implement gutcome-based performance standards by April 1, 1991. These standards will
replace the current standards for E&T which require that States serve 50 percent of their
mandatory E&T participants. The new standards must take into account:

¢ job placement rates,

. wage rates,

*  job retention rates,

. the extent of volunteers in E&T,

. reduced need for food stamp benefits, and
*  improved educational levels.

Program Statistics

In FY 1989, States spent about $160 million and served over 1.2 million E&T participants.
States reported issuing 364,000 Notices of Adverse Action for noncompliance with E&T
requirements.

References
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Ninety percent of the Title II-A participants in each SDA must be economically
disadvantaged; welfare recipients (defined as AFDC, General Assistance and Refugee Assstance
Act recipients but not recipients of food stamps) and school dropouts ages 14 to 21 must be
served in proportion to their incidence in the eligible population, and at least 40 percent of each
SDA’s funds must be spent on youths (ages 14 to 21) unless the ratio of economically
disadvantaged youths to economically disadvantaged adults differs from the national average, in
which case the SDA may proportionately adjust the required minimum allocation of funds.

Title II-B participants must be economically disadvantaged and between the ages of 14 and
22.

Title II programs provide training, retraining, job-search assistance, job placement services,
and other services to individuals who have been affected by (a) mass layoffs, (b) natural disasters,
(c) federal government actions (e.g., the relocation of federal facilities), or (d) residence in high
unemployment areas.

Job Corps (Title IV) participants must be between the ages of 14 and 22 (except for
handicapped individuals), economically disadvantaged, residing in an environment which suggests
that he or she will be severely at risk in the labor market, and free of medical or behavioral
problems that would prevent adjustment to Job Corps training and discipline.

Under Title V, states may request bonus monies on behalf of individuals who have been

placed successfully if they are long-term welfare recipients, younger than age 22, receiving
disability benefits, or disabled persons.

Asset Limit

None

Means Test

An individual may be considered economically disadvantaged if his or her total income for
the previous six months does not exceed the OMB poverty level or 70 percent of the Bureau of
Labor Statistics’ lower living standard income level, whichever is higher.
Countable Types of Income

Cash income

Exclusions

Unemployment compensation, child support payments, public assistance, disability
payments, and black lung benefits are excluded from countable income.
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Deductions
None
Benefits

JTPA job training and employment services vary widely across SDAs, as well as within an
SDA, according to the needs of the eligible population. Services may be provided by community
organizations, local governments, or private businesses. These services include, but are not
limited to, classroom training, work experience, on-the-job training, job-search assistance, job
counseling, outreach programs, and vocational experience. The youth programs may be expanded
to include (for exemplary youths) education for employment programs, pre-employment skills
training programs, entry-employment experience programs, and school-to-work transition
assistance programs.

In addition to providing job training and employment services, each SDA may spend up
to 30 percent of its funds on administrative participant and support costs (for the Title II-A
program). Administrative costs may be a maximum of 15 percent of total funds. Participant
support costs may include support services, need-based payments, or both. Support services are
benefits provided by the SDA, such as transportation, health care, child care, meals, temporary
shelter, financial counseling, special services for the handicapped, or other services.

Need-based payments are allowances provided to the applicant as necessary for
participation. The guidelines for making need-based payments vary widely. In most cases, the
amount of services or payments provided is minimal. Local SDAs decide on reimbursement rates
for transportation. Child care is supplied either by the SDA or by the training contractor, or
child care expenses may be reimbursed as a need-based payment.

Title III need-related payments are generally restricted to individuals in classroom-based
training or education programs. Participants in programs that provide wages, such as on-the-job
training or work experience programs, generally do not receive support payments. Similarly,
individuals who receive unemployment insurance or AFDC may also be excluded from eligibility
for support services or need-based payments, depending on the circumstances of the family.

Title V funds are bonus monies that will be received by states to the extent that state
services for certain eligible recipients who have been placed successfully in jobs and who are no
longer receiving JTPA benefits exceed the 1987 service levels.

Indexing

Title V funds, when allocated, are adjusted by the CPL

Characteristics of Recipients
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Data from the Job Training Quarterly Survey for the period from July 1988 to March 1989
indicate that youths ages 14 to 21 years constituted 37 percent of the participants in the Title II-
A program. Among adult Title II-A participants, 43 percent received public assistance, and 95
percent were economically disadvantaged. Seventy-one percent of the adult participants and 37
percent of youths had high school diplomas. The median length of stay in the Title II-A program
was 13.8 weeks. During the same period, 37 percent of Title ITI participants were economically
disadvantaged and 19 percent were high school dropouts. The median length of stay in the Title
IIT program was 12.8 weeks.

Interactions With the Food Stamp Program

Eligibility

Under JTPA, food stamp recipients are considered economically disadvantaged and are
thus eligible for JTPA Title II-A programs.

Program Overlap

No current statistics are available.

Sequencing of Income

JTPA need-based payments are included in food stamp countable income, as are earnings
received through participation in JTPA on-the-job training programs. The JTPA earnings of
dependents younger than age 19 are not included in countable income (at state option) under
the Food Stamp Program.

Interactions with Other Programs

Eligibility

Under JTPA, AFDC, GA, and SSI recipients are considered to be economically
disadvantaged, and are thus eligible for JTTPA Title II-A programs.

Sequencing of Income

Recipients of AFDC or unemployment insurance may be excluded from receiving support
services or need-based payments, depending on the Title and the circumstances of the individual.
State AFDC programs have the option to disregard income received from participating in JTPA
for a period of up to 6 months. Other welfare programs (veterans pensions, child nutrition
programs, housing benefits, and other need-based aid established outside of the Social Security
Act) are required to disregard JTPA earnings.

Taxation of Benefits
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JTPA benefits (e.g., child care) are not included in taxable income. Income earned
through JTPA on-the-job training or work experience programs is considered taxable income.

History of Recent Major Program Changes

In 1988, the Economic Dislocation and Worker Adjustment Assistance Act (P.L. 100-418)
replaced the existing provisions of the Title III program, establishing a program for employment
and training assistance for dislocated workers.

In 1987, the Stewart B. McKinney Homeless Assistance Act (P.L. 100-77) added homeless
individuals to the definition of economically disadvantaged persons under Title II-A of JTPA.

The Stewart B. McKinney Homeless Assistance Amendments Act of 1988 (P.L. 100-628)
amended JTPA to include Title V (Jobs for Employable Dependent Individuals Incentive Bonus
Program).

Program Statistics

During the first three quarters of program year 1988, an estimated 596,100 individuals were
newly enrolled in Title II-A programs and 477,500 individuals terminated their enrollment in the
program. Of those that left the program, 70 percent entered employment. During the same
period, 90,100 individuals were newly enrolled in Title III programs and 61,000 individuals
terminated their enrollment in the program. Of these, 77 percent entered employment. The
administration’s budget for Title [I-A in the program year ending June 30, 1989 was $1.8 billion;
for Title ITI, the budget was $227 million.
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JOB OPPORTUNITIES AND BASIC SKILLS TRAINING PROGRAM (JOBS)

Purpose

To assure that needy families with children obtain the education, training, and employment
that will help avoid long-term welfare dependence

Authorization, Funding, and Administration

»  Title II of the Family Support Act of 1988 (P.L. 100-485), which amends
Title IV of the Social Security Act by creating Part F of the Act and
provides for child care and supportive services, as well as transitional
child care and medical assistance

*  The Federal funding share ranges from 50 to 90 percent. This share falls
to 50 percent if a state fails to meet participation standards or fails to
spend at least 55 percent of all monies on the JOBS target groups (see
Categorical Eligibility)

*  Administered by the State and local IV A agencies, Indian Tribes, and
Alaska Native organizations

Filing Unit

Individual participants are members of an AFDC filing unit who are either required to
participate or volunteer to participate in JOBS.

Categorical Eligibility

AFDC applicants and recipients are categorically eligible to participate in the JOBS
program. Individuals who are targeted for participation include (a) custodial parents under age
24 who do not have a high school diploma or recent work history, (b) custodial parents enrolled
in AFDC for any 36 of the preceding 60 months, and (c) families in which the youngest child is
at least 16 years old. A state may elect to provide placement priority to volunteers among the
target groups (see Program Statistics for required JOBS participation rates).

Persons who are exempt from participation are those persons who are (a) ill or
incapacitated; (b) needed in the home to care for an ill or incapacitated household member; (c)
caring for a young child (3 years or younger, or, at state option, 1 year or younger); (d) working
30 or more hours per week; (e) children under age 16 or attending school (secondary or
technical); (f) women in the second or third trimester of pregnancy; (g) persons living in an area
in which the JOBS program has not been made available; (h) volunteers for Volunteers in Service
to America (VISTA); or (i) persons providing care for a child who is younger than 6, unless child
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care is guaranteed and participation in the program will not be required for more than 20 hours
per week. However, in the case of a custodial parent under 20 years of age who has not
completed high school, the State shall require such a parent to participate in an educational
activity even if the parent would otherwise be exempt based on the age of the youngest child.
Individuals who are exempt from mandatory participation may volunteer to participate in the
program.

Among families eligible for AFDC benefits through the AFDC-UP program, only one
parent may be exempt to care for children under age 3. AFDC applicants awaiting eligibility
determinations may be required to participate in the job-search component of the program.
Under demonstration programs, states may allow or require absent parents who, because they are
unemployed, cannot pay court-ordered child support to participate in the program.

Asset Limit

See AFDC, Asset Limits.

Means Test

See AFDC, Means Test.

Countable Types of Income

See AFDC, Countable Types of Income.

Benefit Formula

The mandatory JOBS program (which states must implement no later than October 1,
1990) replaces the mandatory state-administered WIN or WIN Demonstration program. State
JOBS programs must provide a broad range of services, including education, job skills, training,
job-readiness activities, and job development and placement. Programs must include two of the
following four activities: Community Work Experience Programs (CWEP), job search, work
supplementation, or on-the-job training (OJT). The state agencies are required to provide an
initial assessment of the education and employability status of each participant and to review each
participant’s family circumstances. In addition, states are required to provide payment or
reimbursement for necessary transportation and other work-related support services that the
states determine are necessary to enable an individual to participate in JOBS (federal matching
funds are available at a 50 percent rate). Child care must be guaranteed to individuals if it is
necessary to participate in approved education or training activities or to accept or maintain
employment.

If the participant is caring for a child under age 6, participation is limited to part-time (20
hours per week) work. Custodial parents younger than 20 who do not have a high school degree
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(or its equivalent) are required to attend educational activities and may be required to do so full-
time even if their youngest child is under 3 years of age. Participants will be required to accept
employment as long as it does not result in a net loss of cash income. Sanctions will be applied
to persons who fail, without good cause, to participate in the program or refuse, without good
cause, to accept any bona fide offer of employment.

Beginning in FY 1994 a parent in each Unemployed Parent (AFDC-UP) family must
participate at least 16 hours per week in a work activity (or, at State option, education activity
if under age 25 and without a high school degree or its equivalent).

Indexing

None

Characteristics of Recipients

No statistics are available at this time.

Interactions with the Food Stamp Program

Eligibility

All AFDC recipients, including JOBS participants, are automatically exempt from the Food
Stamp Employment and Training (E&T) Program; however, they may volunteer to participate

in that program.

Program Overlap

No statistics are available at this time.

Sequencing of Income

None

Interactions with Other Programs

Eligibili

All AFDC/food stamp recipients complying with a Title IV work requirement, including
participation in JOBS, are automatically exempt from the Food Stamp Employment and Training

(E&T) Program. AFDC recipients who meet JOBS exemption criteria are usually exempt from
E&T for the same reasons. These persons may volunteer to participate in E&T. In local areas
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not operating an AFDC work program, however, nonexempt recipients would be subject to food
stamp work requirements.

Sequencing of Income
See AFDC, Interactions with Other Programs.

Taxation of Benefits

Income received from participation in JOBS activities is taxable income.

History of Recent Major Program Changes

The Family Support Act of 1988 authorized the JOBS program and repeated the Work
Incentive (WIN) Program authorized in Title IV-C of the Social Security Act.

Program Statistics

No statistics are currently available. Eight-hundred million dollars has been authorized for
JOBS in FY 1990, compared with $91.4 million for WIN in FY 1989.

In FY 1990, at least 7 percent of the nonexempt AFDC caseload must participate in the
JOBS program. By 1995, at least 20 percent of the non-exempt AFDC caseload must participate.
If participation rates in a state are not met, funding will be reduced. The percentage of families
required to meet the AFDC-UP participation rates are 40 percent in 1994, growing to 75 percent
in FY 1997 and FY 1998.
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TARGETED JOBS TAX CREDIT (TJTC)

Purpose

To provide incentives to employers for hiring targeted groups of individuals

Authorization, Funding, and Administration

*  Originally authorized by the Revenue Act of 1978, most recently
reauthorized by the Revenue Reconciliation Act of 1989

* 100 percent federally funded

*  Administered by the Internal Revenue Service, U.S. Department of the
Treasury

Filing Unit

Employer

Categorical Eligibility

Employers receive a tax credit for "qualified first-year wages” (see Countable Types of
Income) paid to individuals from 9 targeted groups: (1) vocational rehabilitation referrals, (2)
economically disadvantaged youths ages 18 to 22, (3) economically disadvantaged Vietnam-era
veterans, (4) SSI recipients, (5) General Assistance recipients, (6) youths participating in
cooperative education programs ages 16 to 19, (7) economically disadvantaged former convicts,
(8) AFDC recipients and Work Incentive (WIN) registrants, and (9) qualified summer youth
employees. Employers receive the credit for qualified wages earned between May 1 and
September 15 for summer youth employees. Membership in a target group must be certified by
a state employment security agency.

An individual is considered to be economically disadvantaged if he or she is a member of
a family whose income for the six months prior to the determination, or the month in which the
individual is hired, would be, on an annual basis, 70 percent or less of the Bureau of Labor
Statistics lower living standard, as determined by a state employment security agency.

The credit is available for wages paid to members of the targeted groups if the employee

is (a) employed by the employer for a minimum of 90 days (14 days for summer employees) or
(b) has completed at least 120 hours (20 hours for summer employees) of work for the employer.
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Asset Limit

Not applicable

Means Test

The first $6,000 earned by a member of a target group during his or her first year of
employment ($3,000 for summer employees) may be considered for the TITC.

Countable Types of Income

"Qualified first-year wages" means wages carned by individuals who are members of a target
group for services rendered during the one-year period beginning with the day on which the
individual begins work with the employer.

Exclusions

Amounts paid or incurred by the employer for any period to any individual for whom the
employer receives federally funded payments for on-the-job training for that period and that
individual are excluded from qualified first-year wages. In addition, wages paid to employees of
plants or facilities at which there is a strike or lockout are not included as qualified wages if those
wages are for services which are the same as, or substantially similar to, the services performed
by employees participating in, or affected by, the strike or lockout.

Deductions
The amount of work supplementation payments made to an employer for an employee in

the taxable year are deducted from the amount of that employee’s wages that qualify for the
TITC.

Benefit Formula
The credit is equal to 40 percent of the first $6,000 of qualified first-year wages or $3,000
of wages received between May 1 and September 15 for summer employees (see Countable Types

of Income). Thus, the maximum credit per employee is generally $2,400 for full-year employees
and $1,200 for disadvantaged summer youth employees.

Indexing

None
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Characteristics of Recipients
In FY 1987, more than half (56 percent) of those hired and certified as members of a
target group were economically disadvantaged youths ages 18 to 24. The next largest group (17

percent) was AFDC recipients and WIN registrants, followed by vocational rehabilitation referrals
(7 percent).

Interactions with the Food Stamp Program
Eligibility
None

Program Overlap

No statistics are available.

Sequencing of Income

None

Interactions with Other Programs

Eligibili

Wages paid to AFDC recipients and WIN registrants, SSI recipients, and general assistance
recipients are eligible for the TITC.

Sequencing of Income

On-the-job training payments are excluded from qualified wages, and the amount of
qualified wages paid to an individual must be reduced by the amount of work supplementation
payments that the employer receives on that employee’s behalf.

Taxation of Benefits

The TITC is a tax credit that employers may elect to receive for wages paid to members
of target groups.

History of Recent Major Program Changes

The Tax Reform Act of 1986 generally reduced the maximum credit per year, limited the

per-employee period in which the credit can be claimed to one year, and established a minimum
employment period or credit eligibility.
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Under the Omnibus Reconciliation Act of 1987, wages paid to individuals who perform
services that are the same as, or substantially similar to, those performed by employees at the
same plant or facility participating in, or affected by, a strike or lockout are not considered to be
qualified wages.

The Technical and Miscellaneous Revenue Act of 1988 restricted the category of

economically disadvantaged youths to include only employees ages 18 to 22, and reduced the
credit percentage for disadvantaged summer youth employees from 85 to 40 percent.

Program Statistics

The number of certifications in FY 1987 (excluding certificates of cooperative education
students) was 569,000. This was an increase of 86 percent, or 263,000, from 1980.

References
U.S. House of Representatives, Committee on Ways and Means. Background Material and Data

on Programs Within the Jurisdiction of the Committee on Ways and Means. 1989 Edition.
Washington, D.C.: U.S. Government Printing Office, 1989.

26 United States Code Annotated Section 51, 1989.

Reviewed by: Ken Szeflinski, Chief, Corporation Returns Analysis Section, IRS, (202) 233-1755.
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LOWER-INCOME HOUSING ASSISTANCE (SECTION 8)

Purpose

To assist lower-income families to live in decent, safe, and sanitary housing in private
accommodations through the provision of rental subsidies

Authorization, Funding, and Administration
*  Housing Act of 1937
¢ 100 percent federally funded

*  Administered locally by Local Public Housing Agencies (PHAs) and
private sponsors; sponsored at the federal level by the U.S. Department
of Housing and Urban Development (HUD)

Filing Unit

Families and individuals

Categorical Eligibility

All lower-income families (see Means Test below) are eligible for the program. The
number of families that may be assisted at any one time is limited by appropriations; therefore,
families are served generally on a first-come, first-served basis, after federal and local preferences
are taken into account. Participation by single persons who are not elderly, disabled,
handicapped, or displaced and families with incomes between 50 and 80 percent of the area
median income is limited and may require HUD's approval. Under the Moderate Rehabilitation
Single Room Occupancy Program for Homeless Individuals, any eligible homeless applicants may
be assisted on a first come, first-served basis.

Asset Limit

None. However, for families possessing assets in excess of $5,000, countable income
includes the greater of the actual income derived from all assets, or the imputed income from the
assets, based on the current passbook savings rate as determined by HUD (5.5 percent as of April
1990).
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Means Test

Income eligibility is based on family size and area median income guidelines as determined
by HUD Gross countable income (see Countable Types of Income) must be below 80 percent

[ Wy —
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income expected in the 12 months following admission or recermtilication. Recertification 1S
required annually.

No more than 5 percent of the units that initially became available on or after October
1, 1981, can be rented to households with incomes greater than 50 percent of the area median
income. The remaining units are reserved for "very low-income” families--those with incomes are
at or below 50 percent of the area median income.

Countable Types of Income

Cash income from all sources, including income from assets, and the Earned Income Tax
Credit, if it exceeds the family’s tax liability, are considered countable income.

Exclusions

Payments under the Domestic Volunteer Service Act, irregular gifts, amounts that
reimburse medical expenses, lump-sum additions to family assets, educational scholarships and
veterans’ educational benefits that cover tuition, fees, books, and equipment, the earnings of
children, payments received for the care of foster children, relocation payments, the value of the
allotment provided to an eligible household for food stamps, Low-Income Home Energy
Assistance, Job Training Partnership Act benefits, interest in Indian Trust lands, and hazardous-
duty pay to members of the armed forces are excluded from gross countable income.
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The federal government pays the difference between the rent paid by the tenant and the
contract rent for all Section 8 programs except the Housing Voucher Program. Contract rents
charged by owners of Section 8 housing must be within limits established by HUD for fair-market
rents for existing, substantially rehabilitated, or newly constructed units in each metropolitan area
or nonmetropolitan county in the United States. HUD may permit rents that are as much as 20
percent higher than the existing limits, if necessary. Under the Housing Voucher Program, no
restrictions are placed on tenant rents. The voucher amount is based on the difference between
a payment standard that is based on the fair market rent, and 30 percent of the tenant’s income.

Indexing

None

Characteristics of Recipients
Current statistics are not available.

Interactions with the Food Stamp Program

Eligibility

None

Program Overlap

Data are not available

Sequencing of Income

Section 8 payments made by the government directly to housing vendors are not counted
either as income or shelter expenses under Food Stamp Program regulations. Section 8 utility
reimbursements (paid when 30 percent of the adjusted income is less than the utility allowance)
to households or utility companies are counted as income and the utility expenses are counted
as a shelter expense.

Interactions with Other Programs

Eligibility

In some states, participation in housing assistance programs may mean automatic eligibility
for the Low-Income Home Energy Assistance Program. Receipt of veterans’ disability benefits
does not mean automatic eligibility or qualify as person as disabled, under this program; however,
the receipt of Social Security disability benefits does automatically qualify a person for benefit
receipt.
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Sequencing of Income

If a family’s welfare payment includes a flat shelter and utilities allowance, then the family’s
entire welfare payment is included in its Section 8 gross countable income. In some states,
welfare payments include a shelter and utilities allowance that varies according to the amount of
rent paid. In these states, the amount of the welfare payment that is included in the Section 8
countable income equals the welfare payment minus the actual shelter and utilities allowance plus
the state’s maximum allowance for shelter and utilities.

Taxation of Benefits

Lower-income housing assistance is nontaxable.

History of Recent Major Program Changes

The FY 1987 Appropriation Act provided for the permanent authorization of the Section
8 Housing Voucher Program. (See Benefit Formula for more details.)

The 1987 Stewart B. McKinney Homeless Assistance Act (P.L. 100-77) provided for
assistance for homeless individuals in rehabilitated single-room occupancy dwellings.

The Housing and Community Development Act of 1987 (P.L. 100-242) mandated that:

*  The occupancy limits placed on families with incomes between 50 and 80
percent of the area median income do not apply at the local level; they
apply only at the national level.

*  Low-income housing units assisted under Section 8 (containing more
than 2,000 dwelling units) may, for a period of three years, establish a
maximum rent that may be less than 30 percent of a family’s countable
income.

Program Statistics

As of the end of fiscal year 1989, there were 2,419,866 Section 8 units. The total cost of
the program, which includes the costs of rental subsidies and local administrative expenses, was
$9.9 billion in FY 1989.
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LOW-RENT PUBLIC HOUSING

Purpose

To provide decent, safe, and sanitary housing and related facilities for low-income families
and single persons by subsidizing rents for units owned and operated by local Public Housing
Agencies (PHAs)

Authorization, Funding, and Administration
* US. Housing Act of 1937
* 100 percent federally funded
*  Administered by local PHAs and Indian Housing Authorities; sponsored at

the federal level by the U.S. Department of Housing and Urban
Development (HUD)

Filing Unit

Families and individuals

Categorical Eligibility

All lower-income families (see Means Test below) are eligible for the program. The
number of families that may be assisted at any one time is limited by appropriations; therefore,
families are served generally on a first-come, first-served basis, after Federal and local preferences
are taken into account. Participation by single persons who are not elderly, disabled,
handicapped, or displaced requires HUD’s approval and is limited to 15 percent of the units
within the jurisdiction of the local PHA. Single persons are considered to be a lower priority
than are other types of families on the waiting list.

Asset Limit

None. However, for families possessing net assets in excess of $5,000, countable income
includes the greater of the actual income derived from all assets, or the imputed income from the
assets based on the current passbook savings rate as determined by HUD (5.5 percent as of April,
1990).
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Means Test

Income eligibility is based on family size and area median income guidelines as determined
by HUD. Gross countable income (see Countable Types of Income) must be below 80 percent
of the area median income. Where decent, safe, and sanitary housing is not being provided in
Indian land areas, the Indian Housing Authority may request HUD to increase the income limits
for Indian families and individuals. Eligibility and rental charges are based on countable family
income expected in the 12 months following admission or reexamination. Reexamination is
required annually.

Public housing developments that initially became available on or after October 1, 1981
cannot be rented to households with incomes greater than 50 percent of the area median income
unless HUD has approved an exception. There is no similar restriction on the admission of lower
income families to older developments.

Countable Types of Income

Cash income from all sources, including assets and the Earned Income Tax Credit, if it
exceeds the family’s tax liability, are considered countable income.

Exclusions

Payments under the Domestic Volunteer Service Act, irregular gifts, amounts that reimburse
medical expenses, lump-sum additions to family assets, educational scholarships and veterans’
educational benefits that cover tuition, fees, books, and equipment, the earnings of children,
payments received for the care of foster children, relocation payments, Low-Income Home
Energy Assistance, Job Training Partnership Act benefits, interest in Indian trust lands, and
hazardous-duty pay to members of the armed forces are excluded from gross countable income.

Deductions

The following deductions are allowed: $480 per year for each household member (except
the head or spouse) who is either younger than 18, age 18 or older and disabled, or a full-time
student; $400 per year for an elderly family (any family whose head or spouse is 62 or older,
disabled or handicapped); an elderly family’s medical expenses in excess of 3 percent of gross
family income; any family’s handicapped assistance expenses exceeding 3 percent of gross family
income (up to the amount of the resulting earned income); child care expenses necessary to
enable a family member to work or further his or her education (up to the amount of the
resulting earned income); and, for Indian Housing only, the higher of child care expenses or
excessive travel expenses, not to exceed $25 per family per week, necessary for employment or
education. These deductions are applied to gross countable income.
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Benefit Formula
Gross rent is set as the highest of (a) 30 percent of countable income, (b) 10 percent of
countable income before deductions, or (c) that portion of a family’s welfare payment, if any,

designated for housing, if the amount is adjusted (up to a maximum) according to the family’s
actual housing costs. In some cases, the amount of rent charged is capped by a ceiling rent.

Indexing

None

Characteristics of Recipients

Current statistics are not available.

Interactions with the Food Stamp Program
Eligibility
None
Program Overlap
Data not available

Sequencing of Income

Public Housing subsidies are not included in food stamp countable income.

Interactions with Other Programs
Eligibility

In some states, participation in housing assistance programs may mean automatic eligibility
for the Low-Income Home Energy Assistance Program. Receipt of veterans’ disability benefits
does not mean automatic eligibility or qualify a person as disabled under this program; however,
the receipt of Social Security disability benefits qualifies a person for benefit receipt.

Sequencing of Income

If a family’s welfare payment includes a flat shelter and utilities allowance, then the family’s
entire welfare payment is included in its Public Housing gross countable income. In some states,
welfare payments include a shelter and utilities allowance that varies according to the amount of
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rent paid. In these states, the amount of the welfare payment that is included in Public Housing
countable income equals the welfare payment minus the actual shelter and utilities allowance,
plus the state’s maximum allowance for shelter and utilities.
Taxation of Benefits
Public Housing subsidies are nontaxable.
History of Recent Major Program Changes
The Housing and Community Development Act of 1987 (P.L. 100-242) mandated that:
*  The occupancy limits placed on families with incomes between 50 and 80
percent of the area median income do not apply at the local level; they
apply only at the national level.
*  Public Housing agencies (exclusive of the Indian Public Housing Agency)
may, for a period of three years, establish a maximum rent that may be less
than 30 percent of a family’s countable income.
Program Statistics
The number of PHA and Indian Housing Authority units rose from 1.33 million units in FY
1984 to 1.4 million units in FY 1989. Operating subsidies in FY 1989 were $1.6 billion. The cost
of new public housing development was $38.1 billion.
References
Congressional Research Service. Cash and Noncash Benefits for Persons with Limited Income:

Eligibility Rules, Recipient and enditure Data, FY 1986 - 88, Washington, D.C.:
Congressional Research Service, 1989.

. Trends in Funding and Numbers of Households in HUD-Assisted Housing, Fiscal Years
1975-1989. Washington, D.C.: Congressional Research Service, 1989.
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Handbook 7465.1 Rev-2 The Public Housing Occupancy Handbook: Admission.
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LOW-INCOME HOME ENERGY ASSISTANCE PROGRAM
(LIHEAP)

Purpose

To provide assistance to low-income households in meeting the costs of home energy

Authorization, Funding, and Administration

e  Originally authorized by Title XXVI of the Omnibus Budget
Reconciliation Act of 1981, and most recently reauthorized by the
Human Services Reauthorization Act of 1986

* 100 percent federally funded block grant

. Administered by the individual states, Indian tribes, and territories

Filing Unit

The household, defined as "an individual or group of individuals who are living together
as one economic unit for whom residential energy is customarily purchased in common or who
make undesignated payments for energy in the form of rent.”

Categorical Eligibility

Federal statute allows states to make categorically eligible for LIHEAP assistance most
households in which one or more members receive non-foster care AFDC, SSI, food stamps, or
certain veterans’ or survivors’ payments or households which meet the federal income guidelines
discussed below under Means Test.

Asset Limit

States have considerable discretion in determining asset eligibility criteria. In FY 1989, 16
states applied an asset test to determine eligibility for heating assistance. Asset tests were used
less frequently to determine eligibility for winter crisis assistance, cooling assistance, and
weatherization assistance.
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Means Test

A household which does not meet the categorical eligibility restrictions listed above may
be eligible for LIHEAP assistance if its income is below the higher of (a) 150 percent of the
OMB poverty guidelines for the state, or (b) 60 percent of the state’s median income. These are
federal income-eligibility maximums; states may impose more stringent income-eligibility
requirements on all households in order to target assistance to poorer households with high
energy costs relative to their incomes, and most states have done so. However, states are
prohibited from setting the limits below 110 percent of the poverty guidelines.

In FY 1989, 29 states (including the District of Columbia) set income-eligibility criteria for
their main heating assistance programs below 150 percent of poverty. The LIHEAP statute
prohibits states from excluding income-eligible households from receiving regular home energy
assistance benefits.

Countable Income Types

No federal definition of "income"” exists in the LIHEAP statute. Generally, state
definitions of income are either the same as the definitions under other cash assistance programs
or are simply total cash income.

Exclusions

Federal LIHEAP statute does not require specific exclusions to be made from countable
income.

Deductions

Federal LIHEAP statute does not require specific deductions to be made from countable
income. In states where LIHEAP eligibility is based on participation in other cash assistance
programs, the same deductions from income exist.

Benefits

Benefits can vary in form, including cash payments to households, vendor lines of credit,
two-party checks, vouchers, tax credits, and payments made directly to landlords. Within the
financial limits imposed by the funding levels of their block grants, states may decide benefit
levels, the manner of payments, and the amount of assistance that can be given to a household.
States establish benefit levels based on several factors, which may include, but are not limited to,
income, household size, fuel cost, geography, and housing type; they must establish benefit levels
so that the highest benefits go to households with the lowest incomes and the highest energy
costs relative to their incomes, taking family size into account. States may use LIHEAP funds
to provide benefits that help pay residential heating or cooling costs; purchase and/or install low-
cost weath~rization materials; or assist households facing energy-related emergency situations.
In FY 1960, 41 states and the District of Columbia provided weatherization assistance, 46 states
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and the District of Columbia provided winter emergency assistance, and 10 states and the District
of Columbia provided summer emergency assistance. Also, 51 States provided heating assistance,
and 11 States provided cooling assistance.

A state can use a maximum of 15 percent of its allotted funds for weatherization activities.
States must set aside, until March 15, a "reasonable” portion of their allotments based on past
emergency assistance experience for energy-related emergency assistance. States may also choose
to transfer up to 10 percent of their allotments to other HHS block grants. In the past, a
majority of states used this authority to transfer funds into block grants for social services,
community services, or for maternal and child health services. Up to 15 percent of the amount
payable and not transferred to other block grants may be carried over into the next fiscal year.

In FY 1988, the estimated average LTHEAP heating benefit ranged from a low of $51 in
Texas to a high of $525 in Massachusetts. The average heating benefit was below $300 in about
four-fifths of the states and the national average was approximately $197. The average benefit
for winter crisis assistance (or year-round crisis assistance for states that operated year-round crisis
programs) was approximately $198 in FY 1988, ranging from a low of $90 in New Mexico to a
high of $637 in Minnesota. Cooling assistance was available in 15 states in FY 1988 (including
Arizona, California, and Florida, which ran combined heating and cooling assistance programs,
and Hawaii, which did not differentiate between heating and cooling assistance); average benefits
that year ranged from $46 in Texas to $334 in Virginia. The maximum low-cost weatherization
assistance allowable to a household in FY 1989 ranged from $230 in Washington to $5,000 in
Michigan, with a national median of $1,600.

Indexing

Not applicable

Recipient Characteristics

*  Based on March 1988 CPS data, approximately 39 percent of households
receiving heating assistance had an elderly member (60 years or older);
this is approximately equal to the proportion of households with elderly
members among all low-income households.

¢ The Office of Energy Assistance of the U.S. Department of Health and
Human Services estimates that, in FY 1988, approximately 58 percent of
the households receiving heating assistance had annual incomes of less
than $6,000.
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Interactions with the Food Stamp Program
Eligibili

In FY 1989, Food Stamp Program participant households were automatically eligible for
heating assistance in two states. In four additional states, food stamp households applying for
LIHEAP heating assistance were required to fill out a shorter version of the regular application
form.

Program Overlap

In August 1985, LIHEAP assistance was received by 9 percent of food stamp households
(Huff and Trippe, 1989).

Sequencing of Income

Payments or allowances received by food stamp participants from LIHEAP are excluded
from countable income. Expenditures on utilities paid for from LIHEAP benefits, either cash
or in-kind, are included in calculating the excess shelter expenses deduction. If a state has a
standard utility allowance (SUA), expenditure on utilities from either personal resources or
LIHEAP benefits qualifies a food stamp household for the SUA, which can then be applied to
the excess shelter expense deduction. If the state develops two standard utility allowances,
households receiving assistance through LIHEAP, directly or indirectly, qualify for the larger
allowance.

Interactions with Other Programs

Eligibility

At the state’s option, a household is categorically eligible for LIHEAP assistance if one
or more of its members receives non-foster care, AFDC, food stamps, SSI, or certain needs-tested

veterans’ pensions or compensation benefits.

Sequencing of Income

Home energy assistance payments cannot be considered to be income or resources of an
eligible household for any purpose under federal or state law.

Taxation of Benefits

Home energy assistance payments are nontaxable.
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History of Recent Major Program Changes

Under the Human Services Reauthorization Act of 1986, the program was authorized
through FY 1990, and time limits were set within which states must respond to requests for crisis
assistance. Some form of assistance that will resolve the energy crisis must be provided within
48 hours in response to a request for assistance by an eligible household; the assistance must be
provided within 18 hours if the household is in a life-threatening situation. In addition,
applications for energy crisis benefits must be accepted at geographically accessible sites, and
physically infirm individuals must be able to apply without leaving their homes, or have
transportation made available to them to a site at which applications are accepted.

Program Statistics

(See accompanying charts)

References
7 CFR Part 273.9, 1989,
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Energy Assistance. Low Income Home Energy Assistance Program Report to Congress
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Low Income Home Energy Assistance Program (LIHEAP)

Number of Households Assisted and
Total Annual Funds Obligated

FY 1985 - FY 1988

Number of Households Aszisted (Millions)

10

1985 1986 1987 1988
Year




MEDICAL AID

Table of Contents




Table of Contents

MEDICARE (PARTS A and B)

Purpose

To provide nationwide health insurance protection for the elderly and for certain disabled
individuals

Authorization, Funding, and Administration
* 1965 amendment to the Social Security Act, Title XVIII

*  Part Ais 100 percent federally funded; 25 percent of funding for Part B
comes from enrollee premiums; the balance is funded from general
revenues.

*  Administered by the Health Care Financing Administration, U.S.
Department of Health and Human Services

Filing Unit

Individual

Categorical Eligibility

The program consists of two parts--hospital insurance (Part A) and supplementary medical
insurance (Part B). Individuals age 65 or older who are eligible for Social Security or Railroad
Retirement benefits, and Medicare-qualified government employees age 65 or older who would
have been eligible if their government employment had been covered by Social Security, are
eligible for coverage under Part A of the Medicare program, also known as Hospital Insurance.
No monthly premium is required for this coverage. Those age 65 or over who are not eligible
under these provisions may "buy in" or obtain coverage by paying the full actuarial cost of the
coverage if they are U.S. residents and either U.S. citizens or certain long-term resident aliens.
As of January 1, 1990, the monthly premium is $175.

Disabled individuals younger than age 65 who are receiving monthly Social Security or
Railroad Retirement disability benefits will receive coverage under Medicare Part A after a
waiting period of two years from the start of their disability benefits. Medicare-qualified
government employees who are disabled for more than 29 months also receive coverage under
Part A. Government employees are to file with the Social Security Administration within 18
months after their disability onset to ensure prompt Medicare coverage.
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Spouses age 65 or over and disabled children of persons receiving Social Security or
Railroad Retirement disability benefits (and of Medicare-qualified government employees who
have established their eligibility for Part A) are entitled to Medicare Part A. Beginning on July
1, 1990, disabled individuals younger than age 65 whose Social Security disability benefits and
premium-free Part A entitlement end solely because they return to work may also "buy in" to Part
A for as long as their disabling impairment lasts. Most individuals with end-stage renal disease
who require kidney transplants or ongoing dialysis treatments are also eligible for Part A benefits.

Part B of Medicare, known as Supplementary Medical Insurance (SMI), is completely
voluntary. All individuals who are eligible for coverage under Part A, and those age 65 or older
who meet U.S. residence and citizenship or alien status requirements, may enroll in the program
and pay a monthly premium. The premium as of January 1, 1990 is $28.60 a month. Individuals
age 65 or older who buy in to Medicare Part A must enroll in the SMI program. Disabled
individuals younger than age 65 who buy in to Medicare Part A may, but are not required to,
enroll in the SMI program.

Asset Limit

Not applicable. See "Countable Types of Income.”

Means Test

Not applicable. See "Countable Types of Income.”

Countable Types of Income

If an individual is entitled to Medicare because he or she is entitled to Social Security
benefits but, for example, does not receive Social Security benefits because he or she has
exceeded the earnings limits, Medicare is still in full effect. Some individuals who are eligible to
have the States pay their monthly premiums must meet the requirements of SSI or Medicaid to
be eligible for assistance with their premiums, but that has no effect on their general eligibility
for Medicare.

Benefit Formula

Medicare Part A provides coverage for inpatient hospital care, skilled nursing facility care,
home health care, and hospice care. For hospital care, Medicare pays all reasonable expenses
for the first 60 days, minus a deductible of $592 in each benefit period (during 1990). The
deductible is intended to approximate the cost of one day in a hospital. For the next 30 days, a
daily coinsurance amount of $148 (in 1990) is deducted. If the benefit period is longer than 90
days, a patient may draw on a 60-day lifetime reserve. Coinsurance payments of $296 (in 1990)
must be paid by the patient for each reserve day of benefits used. Payments are provided for up
to 100 days of posthospitalization care in a skilled nursing facility. After 20 days, a coinsurance
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payment of $74 (in 1990) per day must be paid by the patient. Benefits for home health care are
provided only to house-bound individuals. An unlimited number of medically necessary visits by
nurses, therapists, and other health workers is provided. Nursing care must be provided under
the supervision of a registered nurse. Full-time nursing care is not covered. Hospice-care
services are available for beneficiaries whose life expectancy is 6 months or less. Beginning on
January 1, 1989, individuals who receive three pints of blood are subject to a single annual
deductible equal to the cost of the blood. If the beneficiary has met the deductible under Part
B or if the blood is replaced by the beneficiary or on behalf of the beneficiary, the Part A
deductible is considered to be met. Similarly, Part A blood pints count toward meeting the Part
B blood deductible.

Medicare pays 80 percent of the reasonable charges (or of the reasonable costs for
institutional providers) for covered services that exceed an annual deductible of $75. Services
covered under Medicare Part B include doctors’ services (e.g., surgery, consultation, and
institutional visits), other medical and health service (e.g., X-rays and laboratory and diagnostic
tests), outpatient services, artificial devices, physical therapy, and home health services. The 20
percent coinsurance payment and the $75 annual deductible do not apply to most home health
services. (The 20 percent coinsurance applies to durable medical equipment furnished as a Part
A or Part B home health service.) As under Part A, Part B provides for an unlimited number
of medically necessary home health visits. Home health service costs incurred by individuals not
eligible for coverage under Part A are paid for under Part B if the individual has Part B coverage.

Supplementary medical insurance claims may be paid directly to an insured individual’s
doctor or supplier if the physician has accepted assignment for the claim. Assigned claims require
that the doctor accept Medicare’s reasonable charges as payment in full. Medicare pays the
doctor its portion (80 percent) of the reasonable charge. The doctor is responsible for collecting
only the coinsurance payment (20 percent), and any deductible amount from the patient. For
nonassigned claims, the patient files the claim based on the doctor’s itemized bill. Medicare pays
benefits directly to the patient based on the reasonable charges for the provided services less the
coinsurance payment and deductible. The patient is then responsible for the entire bill, including
any charges that exceed the reasonable charges determined by Medicare. Assigned claims protect
the patient against having to pay the difference between the reasonable charge and the
physician’s actual charge. In addition, the physician is responsible for the paperwork related to
the claim. Beginning on September 1, 1990, physicians and suppliers must prepare and submit
the claim form even if they do not take assignment. Physicians (and suppliers) may accept
assignment on a bill-by-bill basis or enter into agreements to accept assignment in all cases.

Indexing

The deductibles under Part A are indexed on the basis of changes in the average cost per
case and average cost per stay (Medicare hospital prospective payment rate).
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Characteristics of Recipients
In 1986, 91 percent of all hospital insurance enrollees and 91 percent of all supplementary
medical insurance enrollees were elderly. Among elderly enrollees in either Part A or Part B,

60 percent were women. Among disabled enrollees, only 37 percent were women. Seventy-three
percent of all enrollees received benefits in 1986.

Interactions with the Food Stamp Program
Eligibility
None
Program Overlap
No data are available.
Sequencing of Income

In-kind medical benefits are not included in food stamp countable income.

Interactions with Other Programs
Eligibility

Individuals eligible for OASI at age 65 or older, and those younger than age 65 who are
eligible for DI for more than 24 months, are eligible for Medicare coverage. For those eligible
for both Medicare and Medicaid, Medicare makes the primary payment for services, and Medicaid
pays the deductible and copayment amounts. If the individual is also covered under an employer
group health plan which is the primary payer of benefits, Medicare would be the secondary payer,
and Medicaid would be the payer of last resort.

Sequencing of Income

Not applicable

Taxation of Benefits

In-kind medical benefits provided by the Medicare Program are nontaxable.
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History of Recent Major Program Changes

The Omnibus Budget Reconciliation Acts (OBRA) of 1986 and 1987 mandated many
changes to the Medicare program, which included establishing new hospital prospective payment
rates and standards for the inclusion of rural areas in adjacent urban areas, instituting health

maintenance organization reforms, and extending Part B coverage to include occupational therapy
after Part A coverage has been exhausted. In addition:

*  Government entities are required to be the primary payers for disabled
employees who are Medicare beneficiaries.

* Disabled Medicare beneficiaries whose Social Security benefits were
terminated, but who will regain disability coverage after a period of
employment, may continue to receive Medicare benefits after waiting
another two-year period.

In 1988, the Medicare Catastrophic Act was passed. This legislation would have altered
the current program to include a third component, the catastrophic drug program. It also would
have changed many of the current limitations on the duration of paid Medicare hospital stays and
eliminated some of the coinsurance payments. However, in December 1989, the Act was virtually
repealed. The only change that remains is the blood deductible (see Benefits).

Program Statistics

(See accompanying charts)
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Medicare Part A

Number of Persons Served and
Total Amount of Reimbursements

1983 - 1987
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Medicare Part B

Number of Persons Served and
Total Amount of Reimbursements
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MEDICAID

Purpose

To provide medical assistance to low-income individuals who are aged, blind, or disabled
or are members of families with dependent children

Authorization, Funding, and Administration
¢ Social Security Act of 1935, Title XIX

*  State and federally funded. The federal portion of funding for services,
which is inversely related to a state’s per-capita income, averaged 56
percent in FY 1988 for the United States as a whole. For outlying
territories, federal funding pays for 50 percent of program costs, up to a
maximum dollar limit. In most cases, the federal share of administrative
costs is 50 percent, but it can be as high as 90 percent for certain items.

*  Administered by the individual states and by the Health Care Financing
Administration, U.S. Department of Health and Human Services

Filing Unit

Individual

Categorical Eligibility

Under Medicaid, there are two broad classes of eligibility: categorically needy and
medically needy. Categorically needy individuals, generally defined as recipients of AFDC and